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FOREWORD 


Last year had been good to Spain, Generalissimo Franco told his people 
on New Year's day. Looking at the immediate past, he could point to a 
general weakening of the anti-Spanish policy of the Western Powers. The big 
success, of course, had been Spain's entry into UNESCO, and there was a 
growing body of pro-Spanish opinion in Latin America. However, by the end 
of the month the immediate future did not appear so promising. Negotiations 
for the air-and-naval-bases pact were again at a standstill. It had been 
felt in some quarters that the United States, as soon as the new administra- 
tion had assumed its responsibilities, would sign the measure as a matter of 
course. This feeling of optimism may have prompted Franco to raise his price 
for cooperation too high, and Secretary of State Dulles may prove to be a 


stubborn negotiator. 


Social and economic reforms apparently are the sole concern of the 
greater part of Portuguese officialdom. Dr. Salazar's six-year development 
plan is entering its second year. This period is crucial since it will 
demonstrate whether Portugal can begin to translate elaborate and ambitious 
planning into convincing reality both in the homeland and the overseas empire. 
More tourists than usual are enjoying the pleasant Portuguese scene this 


winter. 


After taking office, Mexican President Adolfo Ruiz Cortines lost no time 
instituting a drive for "honesty and morality" in government. Some doubt can 
be expressed whether substantial and lasting improvement can result from this 
measure. However, a few minor law-enforcement officials have already learned 
that the new legislation applies to them too. While some observers expressed 
the belief that the anti-corruption drive would mean a break in the high 
command of the government party, former President Aleman openly approved the 
new president's program. Labor leader Vicente Lombardo Toledano has thrown 
his support to the government in an obvious attempt to bolster his waning 
influence in political matters. 


Communist gains in this month's congressional elections in Guatemala 
were less than anticipated. The big surprise was the defeat of José Manuel 
Fortuny, secretary general of the Communist party, who was a candidate from 
the department of Guatemala. Another Communist leader, Carlos Pellecer, won 
his seat in Escuintla department, the location of some of the United Fruit 
Company's largest holdings. While Guatemala becomes increasingly Communist 
dominated, El Salvador struggles for a strong Central American front against 
Moscow-directed infiltration. In spite of a house committee's favorable 
report to grant universal suffrage, the Honduran congress did not yet feel 
that their women should go to the polls. In Managua, the financial aid given 
by an Argentine labor attaché to a workers' union was angrily termed 
unwarranted interference in Nicaraguan affairs. In Costa Rica, José Figueres 
is the only unwavering candidate for the presidency. His possible opponents 
do not seem disposed to make much of an effort to win. A move is underway in 
Panama to reduce the number of political parties by raising the minimum 
membership required for incorporation; if successful, this maneuver may permit 
President Remén to consolidate his support and sap his opposition. 


Fulgencio Batista, Cuba's strong man, has completed plans to enter the 
presidential elections scheduled for November. His old Unitary Action party 
has been renamed Progressive Action, and perhaps Batista can count on support 
from the Labor and Liberal parties. At present, the Ortodoxos and the 


Auténticos are torn with dissension. Former President Ramén Grau San Martin 
has for the moment succeeded in wresting control of the latter party from his 
rival, Carlos Prfo Socarraés, now a resident of Miami. Meanwhile, political 
tension and violence steadily mount in Cuba. The outlook for Haiti appears 
bleak; principal exports are decreasing and the country is faced with mount - 
ing unemployment. Generalissimo Trujillo, the Dominican Republic's 
ambassador at large to the United Nations, continues to be the subject of 
much bitter criticism from exiled countrymen. Convinced of the futility of 
attempting to increase sugar sales to the United States, the Dominican 
Republic has turned to Great Britain where trade possibilities appear _ 
brighter. The sugar interests in Puerto Rico learned that Governor Munoz 
Marin's plan to dispose of the island's surplus would get no support whatever 
from the Agriculture Department. 


In a short televised ceremony, Colonel Marcos Pérez Jiménez was sworn 
in as provisional president of Venezuela to hold office until a new constitu- 
tion can be approved and regular elections held. The opposition plan to 
boycott the constituent assembly and impede the smooth flow of meaningless 
but desirable legal niceties failed when alternates were "persuaded" to 


attend the first meeting. 


Reports of bloody clashes between outlawed Liberals and government 
forces continue to come from Colombia, but a government spokesman implied 
that violence was decreasing. For the good of the country and the party, 
Conservative membership has become a must for public employment in Colombian 
municipalities, one of which received some notoriety by making this require- 
ment public. An American Catholic lay official, aroused by persistent 
reports of persecution of Protestants in Colombia, suggested that a committee 
of three trained U.S. observers conduct an on-the-spot investigation. 


Ecuador is smoldering politically and Velasco Ibarra's main preoccupa- 
tion appears to smother his opposition. The president's cabinet is jittery, 
and during the month there were resignations with rumors of more to come. 


Victor Rail Haya de la Torre, star boarder in the Colombian embassy in 
Lima, began another year of asylum. Colombia maintains that Haya is a 
political refugee, but Peru terms him a common criminal and refuses to grant 
him a safe-conduct out of the country. With the Aprista leader effectively 
jailed, Odrfa has experienced little difficulty in muzzling the opposition. 
Colombia is performing a real service to Peruvian conservatives. 


A serious split has appeared in the M.N.R. forces of Bolivian President 
Paz Estenssoro. Dissatisfied with the unproductive efforts of the party's 
left-wing minister of mines and petroleum, the conservative side of the party 
attempted to oust the president. The army, weak from earlier "reorganization," 
was no match for the armed miners, or "people's army," loyal to the minister 
of mines and petroleum. There were other incidents, and to keep his 
administration from toppling Estenssoro was busy cleaning out possible enemies 
from strategic places. Tin, the root of much evil in Bolivia, is bringing in 
little revenue to a government that is heavily dependent on it for income. 


' The Chilean congress, in record time and contrary to some expectation, 
approved Ibanez del Campo's request for temporary decree powers. The govern- 
ment promised that it would act quickly and in the best interests of the 
country to clean up corruption and work out a solution to the present financial 


crisis. One segment of Chile's voting population received a setback when 
the new president reversed his pre-election stand and now favors retention of 
the law for the defense of democracy, which outlaws the Communist party. 


Juan Perén has excellent relations with the new Chilean president, and 
their friendship is certain to result in closer economic ties. A five-year 
commercial treaty to coincide with Argentina's new five-year plan would 
provide both nations with needed goods. Perdén's real dream of political 
union of the two countries is not likely to find a warm reception in Chile, 
which he plans to visit next month. Relations between Argentina and 
Uruguay are still strained, despite reports of last month to the contrary. 
Trade and travel restrictions imposed by Argentina continue in effect, and 
Uruguay's ambassador, called home to Montevideo for consultation, has not 
returned to Buenos Aires. Paraguay is preparing for presidential and 
congressional elections in February. Federico Chaves of the Colorados, the 
only party participating, is certain to be re-elected. 


Several states in Brazil, among them Minas Gerais and Pernambuco, have 
proved to be infested with strong Communist organizations, liberally supplied 
with weapons and propaganda material. While considered friendly to democracy, 
President Vargas takes no positive measures to combat Communist strength, 
preferring to follow the prevailing opinion of the pubiic rather than attempte 
ing to lead it. In his defense it must be said that Brazil's strident 
nationalism with its exaggerated fear of U.S. influence blends so well with 
the Communist line that a sharply defined plan of action would lose him much 


support. 


Richard Phillips 
Assistant Editor 


THE IBERIAN PENINSULA 
SPAIN 


In a New Year's address to the Spanish people, Franco expressed satis- 
faction with the course of events that had affected Spain in the past year, 
but stated that he did not hold a very optimistic view of the future. He 
pointed out that the economic situation had greatly improved within the 
nation and that internationally the anti-Spanish policy had broken on all 
fronts. He stated that during the past year Spain had been "steadily going 
uphill without making concessions for which it might one day be sorry." He 
warned the people about underestimating the perils and risks that "menace the 
unstable peace of the world." As evidence of the change of attitude toward 
the Spanish regime by the foreign powers, he cited the acceptance of Spain 
into UNESCO and the revision of the Tangiers statute which restored to Spain 
much of the power of which it had been deprived in 1945. 


Negotiations on the "aid-in-exchange-for bases" pact which had appeared 
SO near completion (H.A.R., V: 12), now seem to have encountered new 
obstacles. During December some sources felt that the only delay was the 
mere formality of waiting for the Eisenhower administration to take office. 
Now it appears that Franco will attempt to hold out for more concessions. On 
the other hand, the new Secretary of State reportedly wants to make the $125 
million appropriated by Congress a loan rather than a gift as originally 


planned. Another indication of possible further discussions is the replace- 
ment of Lincoln MacVeagh, who was instrumental in the earlier negotiations, 
by James C. Dunn as ambassador to Madrid. 


Nine Latin American countries appealed to Spain to file an application 
for admittance into the United Nations. A letter signed by Ambassador 
Sevilla Secasa of Nicaragua and envoys of Costa Rica, the Dominican Republic, 
Ecuador, Honduras, Panama, Paraguay, and Peru cited their historical and 
spiritual ties with Svain and stated that they were disturbed by the absence 
of the Madrid government from the U.N. The United States withheld comment 
on the grounds that an application had not yet been filed, but stated that 
if it were filed the U.S. would gladly consider the matter. The Latin 
American nations acknowledged that the Soviet Union would probably veto the 
admittance of Spain into the United eabienen but urged Spain to take the 


step anyway. 


The errest of a group of Anarchist leaders in Barcelona during the first 
week of this month was said to have weakened considerably the anti-Communist 
opposition to Franco's government. The group is being held on charges of 
attempting to organize and hold demonstrations against the present regime. 
The Interior Committee of Coordination, a group presided over by General 
Aranda and said to represent an amalgamation of all anti-Franco forces 
inside Spain, submitted a note to the embassies in Madrid threatening that 
"any act of agreement with the Franco government on the part of the U.S. 
will be regarded as flagrant intervention in Spanish polities." It also 
stated that the United States would be solely responsible for the possible 
consequences. 


Franco announced to a press group in Madrid that he was disposed to 
allow Spanish volunteers to participate in the Korean War provided they were 
commanded by Spanish officers. He stated that although Spaniards are a 
peaceful people, a second edition of the Blue Division, again fighting 
against the Soviets, this time on the side of the allies, would flatter 
patriotic sentiments and would be an international ratification of the 
Caudillo's policy. 


The success of Spanish policy toward Islam is reflected in the recent 
action of the Syrian government. Franco received the highest Syrian decora- 
tion, the Order of Ummayyad, from Dr. Zafir al-Rifa'i. The Syrian mission in 
Spain is seeking ratification of the treaty of friendship and the cultural 
agreement between the Spanish and Syrian governments signed in Damascus in 
April 1952. 


Economically, 1952 was on the whole a year of progress for Spain. 
Industry and agriculture showed substantial gains. Favorable weather enabled 
Spain to achieve self-sufficiency in basic foodstuffs. The production of 
wheat continues at a level sufficient to meet domestic demands, while barley, 
oats, corn and rice naryasts were all above 1951 levels; rye suffered a 
Slight drop. Last year's production of olive oil was estimated at 275,000 
metric tons, only 40% of 1950's bumper crop of 700,000 tons; however, it is 
felt that the margin of yield over domestic consumption is still great enough 
to allow some exports. The cotton crop totaled 70,000 bales, the greatest in 
Spanish history. The largest production increase recorded over the previous 
year was for sugar (beet and cane) which, at 480,000 tons, stood 50% above 
the 1951 output. This gives Spain a 200,000 ton surplus which will be 
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difficult to export because the cost of Spanish sugar is higher than the 
world market price. 


Fruit led the list of Spanish farm exports and is supplying badly 
needed foreign exchange credits. Oranges harvested totaled 1,300,000 tons, 


compared to 1 million tons for 1951. 


Rafael Cavestany, Minister of Agriculture, has done a great deal to 
maintain a high level of agricultural production by encouraging the use of 
fertilizers and by promoting special projects for more extensive irrigation. 
Approximately 35,000 acres of land is being sub-divided into farms; 50 new 
settlements and 2,500 dwellings are scheduled to be built as part of 
Cavestany's program. Spanish development of North Africa is also in a boom 
stage. Wastelands are being brought under cultivation which will increase 
the production of cotton, hemp, and tobacco. The Canary Islands, however, 
are faring less well than other areas of Spain. Heavy rains and winds of 
great velocity have caused damage which preliminary estimates place in the 
neighborhood of 400 million gold pesetas. 


Industry and mining also showed advances; this was so especially in the 
production of coal, iron, steel and cement. Cement production increased 1/2 
million tons in 1952, while textile industries also saw an increase. Plans 
are under way to modernize such metal producing industries as aluminun, 
copper, lead and zinc which fell short of expectations. The greatest 
industrial advance was in the field of electric power which, by the end of 
the year, had topped 10 billion kilowatt hours - an increase of 17% over 
1951. As a result of this increase those industries relying primarily on 
electricity, such as industrial chemicals and nitrogenous fertilizers, were 
able to increase production. Greater electrification of rural areas has been 
possible also. One of the main government projects for 1953 will be the 
harnessing of the hydroelectric potential of the Duero River and is expected 
to increase Spanish hydroelectric production by 2 1/3 billion kilowatt hours. 
At the end of 1952, Spanish shipyards were building 119 vessels totaling 
almost 250,000 tons. Major units on the ways included two trans-Atlantic 
liners and eleven oil tankers. 


As a result of storms, the fishing industry in northern Spain is faced 
with a crisis greater than any in recent history. Because the fishermen have 
been unable to ply their trade, a great scarcity of fish, with concurrent 
increases in prices, has occurred. 


The new policy of encouragement to foreign capital (H.A.R., V: 12) 
seems to be achieving some success. The Radio Corporation of America has 
announced that it plans to build a modern plant on the outskirts of Madrid. 
The plant will produce phonographs, records, and television receivers for the 
Spanish market. 


Despite progress in both industry and agriculture, it appears that 
Franco will find it difficult to stem the rising inflation and to decrease 
the deficit in the foreign trade balance. Because of inflation the cost of 
living has reportedly increased 11% in the past year. The widening rift 
between wages and prices finally led to the extraordinary bonuses granted the 
Spanish worker in November and December (H.A.R., V: 12). These measures 
emphasize the inability of Manuel Arburua, minister of commerce, to keep 
prices down. In another attempt to control the spiral he encouraged large 
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increases in the importation of consumer goods, which resulted in a trade 
deficit of more than $50 million. The policy of industrializing Spain as 
rapidly as possible, resulting in many nationwide projects involving 

billions of pesetas, is being reflected in the current Spanish economic 
crisis. To implement this policy, Franco had to resort to deficit financing. 
From January 1 to November 30, 1952, the government issued or guaranteed 
ponds amounting to $270 million, which were underwritten by insurances 
companies, savings banks and other institutions. 


Spain's finance minister, Gomez de Llano, has reported a total revenue 
collection of 23 billion pesetas, 305 million more than the original 
budgetary estimate for the year. This enabled Spain, starting with a 
deficit, to achieve a surplus of 356 million pesetas. 


In the chapel of the Royal Palace in Madrid, amidst pomp and splendor 
reminiscent of court ceremonies of the Spanish kings, Franco conferred the 
red biretta on three new cardinals elected by the consistory earlier this 
month. The prelates arrived at the palace in gilded horse-drawn coaches. 

The three new cardinals are: Cardinal Cicognani, who has been papal nuncio 
to Spain for many years, Cardinal Arriba y Castro, Archbishop of Tarragona, 
and Cardinal Quiroga y Palacios, Archibishop of Santiago de Compostela. After 
the investure the papal nuncio, speaking for the Vatican, praised the 
Caudillo for "zealously preventing infiltration of harmful doctrines" that 
would divert the nation from its historical path. 


During January, 36 ships of the U.S. Sixth Fleet visited eight Spanish 
ports. The purpose of the "courtesty call" was to promote friendly relations 
between the two nations. At the same time a group of Spanish naval officials 
were invited aboard some of the ships to observe an exhibition of naval 
maneuvers. 


The American fleet will be followed by the British Navy which will call 
at Spanish ports in February. However, in view of the recent statements by 
Spanish officials to the effect that Gibraltar should be returned to Spain, 
it is not believed that relations with the British will be so friendly as 
those with the U.S., despite the precedent-setting visit of a Spanish 
admiral to Gibraltar this month. It is the first such visit ever made by a 
Spanish officer. 


PORTUGAL 


Dr. Salazar's ambitious six-year development plan, which is designed to 
provide "work, goods, and well-being to all Portuguese," engrossed the 
attention of Lusitanian officialdom throughout January. Although no out- 
Standing public works projects had been completed in Portugal for several 
months, six-year plan specifications called for the expenditure of 1.7 
million contos during 1953 in metropolitan Portugal and its adjacent islands. 
Another 1.7 million will be spent in 1954, 1.2 in 1955, 1.2 in 1956, 0.9 in 
1957, and 0.8 in 1958. The rest of the 13.5 million contos alloted to the 
development plan will be spent on Portugal's overseas territories. As in 
the mother country, expenditures will be heaviest in 1953 and 1954. The 
six-year project is featured by extensive blueprinting. Since Portugal also 
possesses the necessary financial resources, many foreign observers in 
Lisbon feel that it will be completed on schedule. Other observers, however, 


have adopted a wait-and-see attitude for the present, since they feel that 
only the future will reveal the country's determination to transform plans 


into reality. 


Capitalizing on its geographic contrasts, as well as on its adequate 
network of highways and railroads, Portugal is enjoying possibly the greatest 
influx of winter tourists in its history. Even though slender in comparison 
to continental standards, the tourist volume is sufficiently impressive to 
indicate that world travelers have discovered the charms of Portuguese 
scenery, architecture, and tourist services. Hotels and pousadas on the 
beaches of Cascais and Estoril, in the woods or Bugaco and Coimbra, in the 
almond groves of the Algarve, and on the ski slopes of the Serra da Estrela 
were bulging with guests throughout the month. 


Since 1946 some 76,000 new telephones have been installed in the Lisbon 
and Oporto areas, while the telephone exchanges of many Portuguese cities 
have been established in excellert new buildings. The telephone exchange of 
Grag¢a was completed during January, and it was announced that the exchanges 
of Lumiar and Lapa, in Lisbon and Oporto respectively, would soon be 
completed. All work since 1946 has been done 3y Portuguese technicians and 


workers. 


Travel time between Portugal's two largest cities, Lisbon and Oporto, 
has been reduced to less than four hours ty the addition of several fast, 
ultra-modern trains purchased in Italy. 


Fifty new units for the merchant marine are under construction in 
national and foreign shipyards. In 1945 the Lusitanian merchant fleet 
amounted to 165,000 tons, much of which was cbsclescent. Today,.it is in 
excess of 600,000 tons, largely composed of fast, new vessels. Service to 
the adjacent islands is reported to be adequate, as it is to Brazil and 
Portuguese Africa. One of the country's new passenger vessels, the "India,' 
as well as some smaller ships, maintains regular service to Goa, Timor, and 
Macau. 


Portugal's weak civil air defenses are reportedly much improved since 
they were entrusted to the Portuguese Legion in mid-1952. The U.S.S. 
"Tripoli" delivered 25 F-84 jet airplanes to the Portuguese Air Force on 
January 22. 


It was announced that various cancer research projects were under way at 
the Portuguese Institute of Oncology during January. Having recently acquire¢ 
new equipment, the institute was intensifying activities begun in 196. 

Headed by Professor Francisco Gentil, several members of its staff are well 
known in Europe, such as the physicist Dr. Jilio Paldcios and Professor 
Bénard Guedes. 


A group of 150 Brazilian university and high-school instructors arrived 
in Lisbon on January 20. They will make a study of the Portuguese educational. 
system. 


Enlargement of various Angolan seaports continued during January. 
Reportedly, the port facilities of Lobito, Lauanda, the Mogamedes were further 
improved, while developments were also announced from Cabinda, near the Congo 
River, and the Bafa dos Tigres, almost 1,000 miles farther south. One of 
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Angola's best natural harbors, the Bafa dos Tigres has been almost totally 
neglected until recent years. 


Twenty-five million dollars were provided by the Export-Import Bank 
recontly to build another railroad from Lourengo Marques, queen city of 
southern Mocambique, to the Transvaal. According to NATO estimates, the 
Lourenso Marques harbor could handle, with sufficient development, cargo 
equal in volume to that of New York City. Lourengo Marques was visited 
during December and January by several NATO officials, who were generally 
impressed by the city's architectural beauty, harbor, and apparent lack of 


racial tensions. 


Another type of publicity was received by Portuguese China, however. A 
correspondent of the Parisian publication, Le Monde, wrote several articles 
from Macau that the Portuguese considered mendacious and calumnious. The 
correspondent, one Fernand Gigon, described Macau as a lair of pirates, where 
robbery and simple outrage were ignored by apathetic police who did nothing 
but gorge themselves on onions and sardines. Prominent treatment was also 
given to gambling and gold smuggling. Portuguese sources described Macau as 
an efficiently administered area, and charged that Gigon's"observations” 
could not even be called a caricature of that heavily garrisoned city. 
Further describing Macau as a "momument” to the first contact of China with 
the Occident, the same sources pointed out that far more schools and missions 
exist there than do gambling emporiums. They also claimed that certain of 
Macau's social programs had won international recognition, and that its 
"floating" population--some 15,000 souls who live aboard junks--was smaller 
than that of most cities in South China. At month's end, Gigon was still 
writing in Macau. 


MEXICO 


The new policy of "honesty and morality in government," instituted by 
President Ruiz Cortines immediately following his inauguration, has been 
responsible for recurring reports of a possible rift and struggle for power 
in the government party (Partido Revolucionario Institucional). In some 
circles these reforms were interpreted as a criticism of certain practices and 
policies of the Aleman regime, since most of the former president's 
collaborators and assistants were dropped from the cabinet and other key 
positions when the new administration took over. The inference that all 
was not right or moral during the previous administration apparently has not 
endeared Cortines with the Aleman entourage, and some sources claimed that it 
was the dominant factor giving rise to the rumored struggle between Aleman 
and Cortines for control of the party. In his first public address since 
relinquishing the presidency, Aleman attempted to spike the rumors of 
dissension and smoothe things over for the good of the party by expressing a 
blanket endorsement of the new government's program, and by emphasizing 
complete confidence in Cortines. This speech, delivered at a private banquet 
in Veracruz, was interpreted as an indication that Aleman may not attempt to 
run the party from behind the scenes. 


The anti-corruption drive of the new administration has resulted in the 
enactment of a new law which requires every government official and employee 
to declare publicly all his possessions, including those of his wife, upon 
assuming office and again upon leaving it. Any unaccountable increase in 
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wealth is to result in confiscation and punishment for the offender, with 
the Attorney General charged with the responsibility of enforcing the law. 
It is estimated that approximately 250,000 government employees will be 
affected, and President Cortines was the first to comply. 


This campaign against corruption is being felt on several political and 
administrative levels. One court official was jailed for accepting bribes, 
and the Mexico City police force was shaken by the arrest of two captains 
and a dozen lieutenants for the same offense. Meanwhile, the president has 
set up a squad of plain-clothes men with powers to investigate and raid any 
place of business or entertainment suspected of overcharging the public, 
breaking the law, or lowering moral standards. Although getting under way 
slowly, the new morality drive is expected to result in a more honest govern- 
ment since the new president is apparently determined to stamp out corruption 


and immorality at all costs. 


On January 28, Vicente Lombardo Toledano announced in his party 
newspaper, El Popular, that he would throw all his support behind President 
Cortines. Toledano, leader of the leftist Partido Popular and a candidate 
for the presidency during the last elections, stated that Cortines was 
adopting a program approved by the opposition, and he urged his party members 
to rally around the new administration. This move by Toledano was 
interpreted as an attempt on his part to regain some of his former power and 
prestige among the laboring classes, to widen the breach between Cortines and 
Aleman, and possibly create for himself a favorable position in Mexican 
politics. The weakening of Toledano's position to the point where he found 
it necessary to change sides appears to reflect an important decline of 
leftist influence in Mexico. 


The "wetback" situation continues to be a serious and complex problem 
for both Mexico and the United States. The influx of these migrant laborers 
into the U.S. has been increasing every year since the end of World War II, 
and it was estimated that 1.5 million of them crossed the border illegally in 
1952. Called "wetbacks" because most of them enter the U.S. by swimming 
across the Rio Grande River, these laborers leave Mexico as the result of 
increased population pressure and inflation at home, and seek work in the 
southwestern U.S. where a greatly expanded agricultural industry has created 
a widespread demand for cheap labor. Although the U.S. and Mexico have e 
labor agreement whereby 200,000 Mexican laborers are legally brought into the 
U.S. as temporary farm help, the great demand for additional cheap labor and 
the lack of cooperation among the two nations in suppressing the "wetbacks" 
has made it impossible to reduce the great numbers now illegally in the U.S. 
and working for sub-standard wages on ranches and farms operated by 
unscrupulous owners. The U.S. Immigration Service reported that over 600,000 
had been apprehended in 1952 and returned to Mexico, but it was also 
estimated that for every one caught, one or more got away. The Immigration 
Service has been unable to get sufficient cooperation from the agricultural 
interests as the "wetbacks” will work for less money than the legally 
imported laborers, while the Mexican government has temporarily ended its 
policy of escorting returned nationals deep into Mexico. Previously, in 1951, 
the U.S. had flown the "wetbacks" to such interior points as Guadalajara and 
Mazatlan, hoping that the great distance from the border would discourage 2a 
second try. During the past year these laborers have been taken by train 
through Mexico, under military escort, as far as Mazatlan, 700 miles below the 
border. This military escort was withdrawn, however, when Cortines assumed 
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the presidency, and at present the Immigration Service has to be content with 
shoving them back across the border and hoping that they stay there. It is 
expected that the present influx will steadily increase until stronger 
controls and penalties are enacted by both governments. 


It is expected that Mexico and the U.S. will soon re-open negotiations 
on five important agreements initiated last year but suspended due to the 
impending presidential elections in both countries. The five agreements 
desired by the U.S. are: 1) a military aid pact, 2) an agreement for 
exclusive purchasing rights for any uranium, thorium or other fissionable 
material found in Mexico, 3) a trade accord to stimulate economic relations 
between the two countries, 4) a treaty of friendship, commerce and 
navigation, and 5) a civil aviation pact. 


The Mexican government is making an effort to attract private foreign 
investors. Although by law 51% of the capital of all companies must be owned 
by Mexicans, the government has been liberal in granting exceptions as the 
result of an escape clause in the law, and is offering substantial tax and 
tariff concessions to new industries. Last year 60% of private foreign 
investments went into industries aimed at supplying the domestic market, 20% 
went into commerce and distribution of goods in Mexico, and the remainder was 
invested in mining, agriculture, transport and communications. It is 
estimated that all foreign investments in Mexico amount to $500 million. 


In an effort to better the general economic condition of Mexico, the new 
administration has also committed itself to a policy of giving private 
enterprise a freer hand in the development of the country. Priorities will 
be given to chemical, food, clothing, and heavy metal industries, as well as 
to mining and smelting companies. The government has declared that there will 
be no limit to the amount of profit that a foreign firm can take out of the 
country, and that it will use its influence to keep labor demands reasonable. 
The tax law which at present exempts all essential industries from taxes for 
the first five years of operation also will be applied even more liberally 
under the present administration. 


The National Confederation of Chambers of Industry advises, however, 
that foreign capital should be supplementary to Mexican capital, and that 
direct foreign investment should be in non-competitive industries. It was 
urged that investment be made in accordance with the needs of the economy and 
not solely in the interest of the foreign firms. Mexico has not sufficient 
domestic capital to meet its needs, and to help move domestic capital to 
productive ends and augment savings the government will also attempt to 
restrict the importation of luxury items. The cooperation of high-income 
groups is not expected. 


The Bureau of Statistics reports that in 1952 the unfavorable balance of 
trade did not improve. According to government statistics, imports from 
January to November 1951 were 6.8 billion pesos. During this same period in 
1952, imports are reported to have been 5.8 billion pesos. Exports have also 
dropped from 4.8 billion pesos to 4.5 billion pesos. Treasury Secretary 
Antonio Carrillo Flores, when questioned about this unfavorable balance, 
Stated that the figures did not show invisible exports suth as the tourist 
trade, gold and silver production, and remittances to Mexican workers from 
foreign sources. According to the secretary, income from these latter sources 
exceeded total imports. 
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The composition of Mexican trade during 1952 has seen important changes 
as a result of the nation-wide industrialization program. There has been a 
trend for several years toward increased exportation of semi-manufactured 
goods. In 1952, these goods amounted to 26% of total exports, an increase of 
6% over last year, while raw materials dropped to 63%. 


Near Minatitlan, Veracruz, in the sulphur beds of San Cristobal, recent 
drillings to 500 feet have been made without reaching the end of the deposits. 
American technicians state that this is probably the largest mass of sulphur 
in the world. Meanwhile, construction of a new sulphur extraction plant in 
Jaltipan, Veracruz, will begin in February. The plant, which is scheduled to 
start production in August 1954 is expected to produce 300,000 tons of crude 


sulphur annually. 


One of the fundamental problems of Mexico, the scarcity of food and the 
high cost of basic foodstuffs, is the object of the program of the new 
secretary of agriculture, Gilberto Flores Munoz. Included in this program is 
an increased production of corn, beans, wheat, and sugar cane. The area to 
be planted to corn anc beans will be increased by 300,000 hectares. Credits 
will be made available through the National Agricultural and Ejido. Banks, and 
producers will be guaranteed 500 and 1200 pesos a ton respectively for the 
next crops. In the opinion of the Mexican National Growers Association, the 
greatest need of Mexico in this area is technical aids, credits, and organized 


distribution. 


UPCARM (a Mexican sugar producers' union) has published an appeal to 
President Cortines for a higher fixed price per ton for sugar, alleging that 
present prices do not cover production costs. The organization also requested 
exemption from the 2-centavo tax per kilogram because sugar is considered an 


article of prime necessity. 


Mexico continues to show a rapid population growth. Government figures 
indicate that by December 31, 1952, the total population reached 27 million 
inhabitants, 660,094 more than last year. The growth has been attributed not 
only to a decreasing infant mortality rate but also to a rising number of 
births. According to government estimates, the annual number of births in 
Mexico has more than doubled since 1900; in that year 495,532 children were 
born, compared with 1.1 million in 1950. 


An epidemic of grippe that began in the early part of January in Mexico 
City has reached larger and larger proportions during the month. The govern- 
ment-sponsored social security has been unable to attend to more than 3,500 
calls. Many pharmacies have exhausted their supplies of medicine, the daily 
Sales of which have been estimated at 150,000 pesos. So grave is the epidemic 
that the secretary of education has postponed the opening of many schools in 
the Federal District. 


Demonstrating the recent trend toward more amicable state and church 
relations, Catholic leaders for the first time since the Mexican revolution 
have joined in a nationally organized public meeting. On January 19, in 
Guadalajara, the first national congress of Catholic leaders was opened. 
Speakers expressed the need to increase religious teaching in Mexico and to 
abrogate constitutional limitations on church activities. Many of these 
restrictions, such as those against the construction of new places of worship 
and the ownership of property by the church, have been overlooked in recent 
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years by the government. A large part of the meeting was devoted to Mexican 
social and economic problems. It is felt in some circles that the past anti- 
clerical attitude of the Mexican government was responsible for the Pope's 
not appointing a Cardinal for Mexico when the College of Cardinals met in 


Rome recently. 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


The results of the congressional elections held January 16, 17 and 18, 
indicate that Guatemalan politics have changed little. Of the 32 seats 
contested, 27 went to the Democratic Electoral Front, a coalition of the 
government parties and the Communist party, which now functions under the 
name of Labor party. Since there were 26 seats held over, of which three were 
Communist and seven anti-Communists opposition, the present standing is pro- 
government, 46 seats; opposition, 12 seats. Among those elected from the 
government-Communist coalition was Carlos Manuel Pellecer, a member of the 
Communist political committee and a candidate for Escuintla province, where 
the United Fruit Company has its largest holdings. The victory of Moscow- 
trained Pellecer opens the way for his selection as president of Congress, 
which would make him the immediate successor to the president. One of the 
unexpectedly defeated candidates was José Manuel Fortuny, the secretary 
general of the Communist party. The result of these elections indicates that 
the government, although not openly Communist, is pro-Communist or completely 
tolerant and that as long as this situation continues the Communists are 
expected to gain in influence. Thus, the likelihood of a Communist-directed 


government comes ever closer. 


Foreign Minister Rail Osegueda of Guatemala, whose country will host the 
May 2 meeting of the Organization of Central American States, is planning to 
visit other Central American countries in a last attempt to prevent the 
introduction, at their coming meeting, of El Salvador's proposal for concerted 
action against Communist infiltration in Central American governments. The 
success of this mission is considered doubtful in view of the anti-Communist 
attitude of the other countries. 


The president of the General Agricultural Association has petitioned 
Congress to reconsider the 6% tax on all imports and exports imposed last 
November. He asks that the law be reviewed for three main reasons: 1) that 
it will increase the cost of living; 2) that it will apply adversely to 
agricultural machinery, fertilizers, and other commodities needed for the 
development of agriculture; 3) that it is an additional tax on coffee, which 
already pays an export levy of more than $8 a hundredweight. The purpose of 
the tax, the law explains, is to finance a five-year plan for road building, 
port improvements, and hydroelectric development. The question was raised in 
Congress as to whether or not the tax might violate "most favored nation" 
Clauses in trade treaties with the United States and other countries. 


EL SALVADOR 


Although Guatemala had called off a previously scheduled meeting of 
Central American foreign ministers because of El Salvador's insistence on a 


united Central American front against international Communism, it has 
reluctantly agreed to meet in May. The selection of a secretary general for 
the Organization of Central American States will be one of the chief points 


on the agenda. 


The national police announced that it had frustrated a plot by "a group 
of international gangsters" to assassinate Foreign Minister Roberto E. 
Canessa. The suspects, three Guatemalans, a Costa Rican, and a 
Czechoslovakian, are being held by the police on a charge of entering the 
country illegally. The intrigue was said to have been uncovered through 
information received from Guatemala. The motive has not been determined, but 
informed sources said the strong anti-Communist stand proposed by Foreign 
Minister Canessa to the Organization of Central American States had made him 
unpopular among extreme left-wing groups, particularly those in Guatemala. 


El Salvador has continued to advocate the economic unification of 
Central America with its own trade treaties, providing in general for an 
exchange of products free of customs duties. It has long had a free trade 
pact with Honduras and has made similar pacts, with Nicaragua and Guatemala. 
Presently a trade treaty is being discussed with Costa Rica. 


A trade agreement negotiated last year with envoys of the West German 
Republic has been ratified. The pact, which has a "most favored nation" 
clause, will run for a year with automatic renewal provided for. It is 
expected to restore Germany's prewar status as a major buyer of Salvadorean 
coffee and is taken as an indication of the reappearance of that nation in 
the Central American market. . 


HONDURAS 


The House approved a committee report concerning suffrage for women. 
However, the proposal failed to get the two-thirds majority necessary for 
constitutional reforms. 


Honduras, the least developed of the Central American republics, is 
pushing forward with the help of public and private agencies such as the Point 
Four Program and private United States corporations. Among Point Four 
projects are highway development and health and sanitation work. Highways 
are one of the greatest needs, and the government program calls for 
substantially increased construction in 1953. 


NICARAGUA 


The Managua press insistently affirms that President Somoza's National 
Liberal party is doing its best to amend the Constitution to facilitate the 
reelection of Somoza or a member of his family. According to the Nicaraguan 
Constitution, an acting president's relative cannot be a presidential 
Candidate. 


Some stir was caused in Managuan circles when an Argentine labor attaché 
confessed to giving financial aid to the organizers of the Nicaraguan labor 
union movement. The Managua press has openly assailed the interference of the 
Argentine diplomat in domestic affairs, and considers his action a reflection 
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of President Perén's attempts throughout in all of Latin America to find 
moral support for his country's international stand against the policies of 
the United States. 


The Nicaraguan government has notified the Secretary General of the 
United Nations that it has renounced the Annecy Protocol of GATT. Although 
there has been no policy announcement by the Nicaraguan government, informed 
sources report that in all likelihood import tariffs on a number of products 
will revert to the higher general rates effective before Nicaragua signed the 
GATT, and import duties will probably be raised on all the commodities which 
by the GATT agreement with the United States were not to be increased. The 
denunciation of the Annecy Protocol is to become effective February 27, 1953, 
and the tariff and duty increases are expected to take effect immediately 
following. 


COSTA RICA 


Business in Costa Rica expanded in 1952 and may be expected to make 
further progress in 1953, unless disturbed by the presidential election 
scheduled for next July. The soundness of the economic and financial 
policies of the present government has restored the confidence of business. 
When President Otilio Ulate came to power three years ago, there was an 
unpaid commercial debt of more of $20 million, which was cleared up in two 
years. Now the Central Bank has a dollar reserve of almost the same amount. 
The internal financial position of the government is equally solid; Minister 
of Finance Alfredo Hernandez Volio estimates that 35% of the $26 million 
foreign debt will be paid by the end of the present administration's term in 
November 1953. The internal debt, which stood at $27 million last October, 
has been reduced by $1,250,000. 


A series of violent earthquakes which shook Costa Rica during December 
and January left a death toll of approximately 30 persons and caused severe 
damage to farms and livestock. The strongest of the tremors, which occurred 
December 30, left a death toll of 21 persons in the province of Coronado, and 
caused damage estimated at two million colones in Puerto Limdén on the Atlantic 
coast. Railway services from the port to the capital city of San José have 
been suspended as a measure of precaution. The epicenter of the December 30 
shock was believed to lie in the mass of Irazi volcano, one of the several 
dormant volcanos that ring the central plateau of the country. 


One of the most encouraging reports to come out of Latin America this 
month is the statement that Costa Rica has an &0% literate population. Costa 
Rica, traditionally noted for its political stability and its love of peace 
and security, has no army, so that the government finds it possible to spend a 
large part of the annual budget on education. In the last ten years the 
number of schools has more than doubled, and the budget this year calls for 
the construction of over 100 new schools. In addition, a university city is 
being planned. 


PANAMA 


Panama is making a serious effort to put its financial house in order as 
a means of achieving stability on the economic front, badly rocked by political 
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convulsions during the past decade. Statistics indicate there is no real 
economic crisis, but fiscal disorder accounts for the government's financial 
embarrassment. The government has drafted bills revising the income and 
inheritance tax laws with the hope of increasing government income. On the 
other hand the government hopes that by achieving both fiscal and political 
stability, foreign capital will be attracted and domestic capital will seek 


new investments. 


The exportation of bananas, the main crop of Panama, showed a decline in 
1952 because of considerable losses due to storms on the Pacific coast. 
Prospects for 1953 are considered much better. The United Fruit Company is 
restoring its once rich plantations in the province of Bocas del Toro, and 
the first shipment from this area are expected to be made late this year. The 
1952 coffee crop is estimated at 15 million pounds, and there may be one 
million pounds for export, the first coffee surplus in Panama in a number of 
years. Rice production, although it has increased through U.S. aid in the 
form of harvesting combines, still falls short of supplying domestic needs. 


Factions in the National Assembly are preparing a proposition which would 
fix at 30,000 the number of members required for any political party asking 
for official recognition. The idea seems to be the work of several parties 
that have united in support of President Remén's regime. They claim a 
membership 70% above the proposed 30,000 mark. They intend to present the 
proposition to the assembly after the union of the pro-Remén parties becomes 
a reality. If such a law is approved, it is possible that the existing eight 
political parties may be reduced to two or to one. 


A movement to create a Central Ai. -rican and Grancolombian front, prior to 
the Caracas meeting of the 0.A.S., is getting considerable support from 
Ecuador. The countries concerned have agreed to meet in Panama May 24. 


CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


The Cuban political discontent increased in tempo this month. On 
January 2, five men tried to burn down the four-story building of the Supreme 
Electoral Tribunal, the government court administering the forthcoming 
elections. The fire was discovered before it did any real damage. The 
Military Intelligence Service surprised a gang of armed robbers and shot dow 
five of them January 6. The gangsters were said to be in the employ of 
former President Prfo Socarrds, whom Batista accuses of instigating a reign 
of terror in Cuba. .Two days later the police uncovered a small cache of arms 
at the gang’ s farm hideout in Matanzas. The next day Antonio de Varona, head 
of the Auténtico party and President of the Senate under Prio, was arrested, 
along with his brother Roberto, and was held by the police for six hours. 
After his release Varona said that the Chief of the National Police had 
warned him that he would be held responsible for "future events." On 
January 11 an unknown person threw a bomb into the house of Ramén Vasconcelos, 
cabinet member and editor of the pro-Batista newspaper Alerta; no one was 
injured in the explosion. Batista then made a public statement that he was 
ready to exercise an "iron dictatorship" against criminal acts and said that 

"for those who wish to create disturbances, impair public peace,...or 
establish terror as was attempted this Christmas, there will be no guarantees 
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and no quarter." His words went unheeded apparently, for on January 15 
university students in Havana staged a demonstration in which Batista was 
hanged in effigy and called a "murderer." When streams of water from fire 
hoses couldn't disperse the hostile students, the police fired "into the air" 
with their sub-machine guns and wounded six of the youths. Evidently Batista 


meant what he said. 


The Cuban strongman announced officially that he will be a candidate for 
the presidency in the November elections. Batista will be backed by his new 
Progressive Action party (formerly Partido de Accién Unitaria) and perhaps by 
the Liberal and Labor parties. Both major opposition parties, the Auténticos 
and the Ortodoxos, are split by internal dissensions and will probably. abstain 
from voting. Batista announced that if he does not obtain the confidence of 
the people through at least 50% of the popular vote in the election, he will 
surrender his power and give a free hand to the President of the Supreme 


Court (H.A.R., V: 12). 


A crisis arose in the Ortodoxo ranks when José Pardo Llada proposed that 
the party give up its policy of political independence and join other 
opposition groups in the fight against Batista. His move for a coalition is 
supported by Emilio Ochoa and the youth movement under Max Lesnick, but 
violently opposed by Roberto Agramonte, the party's presidential candidate. 
Both sides remain uncompromising, and a schism of the party may result. 


Protests continue to pour in to Batista over the new tax law (H.A.R., 
V: 12). In an open letter to the President, some of tne most important 
commercial organizations in the country asked for complete suspension of the 
law, which was designed to reduce Cuba's unfavorable balance of trade. 
Business confidence seems to be at a low ebb due to the government's 
uncertain fiscal policy, labor's demand for continuing high wages, and the 
reduction in the new sugar crop. Both consumer buying and private investments 
have fallen. To help counteract the recession, Batista will soon put into 
effect his law on urban and rural planning, by which an economic development 
corporation would be established with an initial capital of 10 million pesos. 


The government altered many of the provisions of the decree banning all 
gambling in Cuba (H.A.R., V: 12). Roulette, baccarat, and dice are again 
permissible in Havana's exclusive hotels and casinos. 


The 1953 sugar harvest got off to a late start this month due to a strike 
for higher wages by the workers. Since, according to Cuban law wages are 
pegged to world sugar prices, the government had decreed a 5.5% wage cut. If 
the price on the world market should rise later in the year, wages would 
increase accordingly. By the end of the month production was beginning to 
get under way in the island's 161 sugar mills. This year's crop is limited to 
five million long tons because of the large surplus in 1952 and the resultant 
depressed market conditions (H.A.R., V: 11). 


The International Telephone and Telegraph Corporation announced that it 
is contemplating a $40 million expansion of local and long-distance telephone 
service in Cuba. The company is negotiating a loan with the Export-Import 
Bank in Washington for most of the new financing and will proceed with its 
Plans if the Batista government will grant favorable concessions. 
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Despite Haiti's favorable balance of trade (H.A.R., V: 12) the 
economic outlook for the coming year is not encouraging. Sisal prices have 
declined in the world market; banana exports have reached a low level since 
the Standard Fruit Company decided to close down all of its banana opera- 
tions in the country. Worst of all, the yield and value of coffee, the main 
export crop, are estimated at one-third that of preceding years. 


SHADA (Société Haitieno-Américaine Développment Agricole), one of the 
earliest and most successful experimental. organizations in Haiti 
(H.A.R., IV: 6) found itself in such financial difficulties that it was 
recommended that the Haitian government take over its operations. After 
long negotiations its interest payments to the Export-Import Bank were 
postponed, and a loan from the benque Nationale de la République d'Haiti 
permitted SHADA to continue operations, though at a greatly reduced level. 


The resulting exceptional unemployment, coinciding with the seasonal 
lay off of sugar, banana and sisal workers, has caused the government to 
authorize an elaborate public-works program preparatory to the Independence 
Celebrations in 1954. Urbanization and improvement of roads are first on 
the list of projects. 


In its 1952 session, the Haitian legislature ratified a coffee agree- 
ment with France (I].A.R., V: 9) and approved a budget of 139 million 
gourdes (1 gourde - $.20), 75% of which is to be financed by customs tariffs. 
Haiti's reduced dependence on such taxes, which used to be responsible for 
its entire government revenue, may reflect disillusionment over the prospect 
of a dwindling world market for its exports. Further legislation authorized 
the government to negotiate for membership in the International Monetary 
Fund and the International Bank for Reconstruction and Development, with 
Haiti willing to accept a quota of $2 million in each. The establishment of 
an institute of agricultural and industrial credit, a coffee code, and laws 
on labor contracts were also approved. 


A number of businessmen willing to invest $600,000 in the establishment 
of a soap and a cocoa processing factory were given liberal concessions by 
the government. Perhaps the example set by the Dominican Republic is 
considered here, among whose exports the processed chocolate products rate 
considerably higher than the raw cocoa beans. 


According to a spokesman of the Panama Line, ships running between 
Cristébal and New York, may soon resume calls, as before World War II, at 
Port-au-Prince on both the north and the south voyages. 


DOMINICAN REPUBLIC 


Generalissimo Rafael Leonidas Trujillo, former President of the 
Dominican Republic and now Commander-in-Chief of the Armed Forces and 
Ambassador-at-large to the United Nations, continued his round of visits with 
high U.S. government officials prior to the opening of the sessions of the 
General Assembly of the U.N. 
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The presence of Generalissimo Trujillo in this country provoked to 
demonstrate and picket his hotel in Washington, D.C. From Cuba, other 
exiles broadcast denunciations of a "state of police terror" now existing 
in the Dominican Republic. Not every opponent of Trujillo is given a chance 
to change his tune, as occurred to a New York fruit vendor, an exile from 
the Dominican Republic, who became Dominican consul in Los Angeles overnight 


Trujillo reported that he would return to the Dominican Republic before 
flying to Spain later in the year. The Dominican Republic just concluded a 
cultural pact with Spain, to supplement the more general treaty of friend- 
ship signed last year, with provisions for scientific, artistic and literary 
exchange. A gift by the Generalissimo to the Spanish Red Cross was given 
wide recognition in the Spanish press. 


The Dominican Association of Sugar Producers was dissolved, reportedly 
for its activities in opposing the government's desire to strengthen trade 
relations with Great Britain. The tone of comments on the U.S. sugar quotas 
for the Dominican Republic has accordingly changed to regret at being 
included in the dollar exchange bloc. Propaganda now acclaims the 
availability of technical machinery at lower prices in Europe, even though 
these countries cannot, as a result of the Dominican Republic's hard 
currency standing, buy from the republic in proportionate quantities. 


The distribution of the 1952-1953 sugar crop has been established as 
follows: 
England 333,000 short tons 
Canada 64,500 " ” 
U.S. 27,262 


In contrast to Haiti, the Dominican Republic is seeking to expand 
production of bananas. Two major centers of banana plantations are located 
in the north, in a semi-arid region not far from Rfo Yaque where bananas are 
grown with the aid of overhead irrigation, and near Azia and Barahona in the 
south. The Grenada Company, recently attacked for insufficient reinvestment 
of its income in Dominican development(H.A.R., V: 11), operates the 
northern plantations. 


The Dominican department of agriculture is setting aside an area of 
1,240 acres for a colony to grow cotton. The industrialization program of 
the Republic will thus provide for raw cotton grown close at hand. Cotton 
may well be suitable for the less well-watered regions of the Republic, but 
the surplus of Haitian cotton unable to find a market and the absence of 
trade agreements for this commodity between the two parts of the island show 
that self-sufficiency is still the goal of the Dominican Republic, and that 
the present state of friendship between the two sister republics is quite 
dependent on the personalities of their leaders. 


PUERTC RICO 


Luis Munoz Marin took the oath of office January 2 to begin his second 
term as Governor of Puerto Rico. The inauguration, the first to take place 
under the new Puerto Rican Constitution, was witnessed by 20,000 spectators. 
Over 300 special visitors, including Connecticut's Governor John Davis Lodge, 
who acted as the personal representative of President Eisenhower, flew trom 
the U.S. to San Juan for the ceremony. 
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Munoz Marin wasted no time in returning to work. In an appearance 
before the legislature he proposed a $170 million budget for 1953, an 
increase of $1 million over last year, to accelerate the island's economic 
development and to reduce illiteracy. Although he does not intend to reduce 
taxes in general, Munoz Marin did recommend changes in the tax structure to 
stimulate further private investment in agriculture and industry. He also 
proposed that a $69 million bond issue be floated between 1954 and 1957 to 
speed up rural electrification and the construction of aqueducts and sewage 
systems in remote areas. The opposition party, P.I.P. (Independentista), 
also had a program to present: besides their usual clamor for complete 
independence from the United States, they demanded a proportional share of 
political appointments and sponsored a bill to lower the ege requirement for 


voting from 21 to 18. 


In one of his last acts as President of the U.S., Harry Truman approved a 
communication to U.N. Secretary-General Trygve Lie announcing the free self- 
government of Puerto Rico. This long-awaited action will make it no longer 
necessary for the U.S. to present annual revorts on Puerto Rico as are 
required by the United Nations for all dependent territories 


(H.A.R., Vi 8, 9, 10). 


Puerto Ricans were shocked to learn this month that one officer and 91 
soldiers of their own 65th Regiment, Third Infantry Division, were to be 
court martialed for refusing to attack Communist positions on the Korean 
battlefront. The 65th Regiment has been serving continuously in Korea with 
great distinction since November 1950; their proportionate losses have been 
very high. Munoz Marin cabled General James L. Collins in Korea to make a 
very careful investigation of the insubordination and reminded him of the 


65th's brilliant battle record. 


Hopes for a speedy solution to the Puerto Rican sugar problem were 
shattered this month when the new Secretary of Agriculture, Ezra T. Benson, 
stated that at present he is completely satisfied with the current U.S. 
suger legislation. An Agriculture Department spokesman said that Munoz 
Marin's plan to relieve the island's sugar crisis (H.A.R., V: 10, 11, 12) 
was "totally inacceptable in view of our politics and international 
obligations." Benson evidently wants time to study the problem before forming 
his final opinion. Prcbably the most important factor behind Benson's 
procrastination on the Puerto Rican prcbiem is the two-million-ton surplus 
held by Cuba. The Batista government intimated that the major portion of the 
surplus would be dumped on the world market immediately if the U.S. altered 
its pro-Cuba sugar legislation in favor of Puerto Rico or the Dominican 


Republic. 


GRAN COLOMBIA 
VENEZUELA 


Thanks to 21 men, the constituent assembly held its first session as 
scheduled on January 9. After the opposition parties had resolved to boycott 
the assembly, it appeared that a legal quorum would not be available. However, 
2l alternates agreed to fill in for their principals, thus bringing the total 
menbers present up to 71, one more than the required two-thirds majority. As 
@ consequence of their deviation, 18 alternates were cashiered by their 


respective parties. Former President Romulo Betancourt took note of the 
absence of nine pro-government assembly. members, suggesting that even they 


might now be in hiding or in jail. 


After the members had their credentials approved, they immediately began 
the order of business. Dr. Ricardo Gonzalez, a member of Frente Electoral 
Independiente (F.E.I.) was elected president of the assembly by unanimous 
vote, as were the other assembly officers. Next a three-part decree-law was 
proposed that would ratify Col. Marcos Perez Jimenez as provisional president 
and retain the existing legislative and judicial systems. This too was 
unanimously approved, and a committee proceeded to Miraflores Palace to 
inform Pérez Jiménez of his confirmation in the presidency. 


The inauguration of the provisional president took place the following 
day in the legislative palace, before the eyes of the television cameras. In 
a speedy half-hour ceremony, Pérez Jiménez received the Order of the 
Liberator and took the oath of office from Dr. Gonzalez. Upon request of 
the president, the Order of the Liberator was also conferred, in a lesser 
rank, on five of his cabinet members. 


The formal installation of the government did not signal the end of 
opposition activity. Near the middle of the month, reports of outbreaks of 
violence in Caracas began to filter through the government's censorship 
screen. Travelers from Venezuela arriving in Panama told of an attack by 20 
persons (presumed to be A.D. members) on the National Guard School in Caracas. 
Before the police and soldiers were able to drive off the attackers, three 
persons were killed or wounded. According to the information received, 
several army officers were arrested following the incident, thus adding 
substance to the reports that the army was not solidly behind Pérez Jiménez. 


Further treatment of this theme was undertaken by Jovito Villalba, the 
exiled leader (H.A.R., V: 12) of Unidén Republicana Democraética (U.R.D.). In 
Mexico City, while en route to New York, Villalba disclaimed any attempt by 
U.R.D. members to infiltrate the Venezuelan army. He said, however, that 
conditions in the country are approaching a violent explosion, as the armed 
forces, like the rest of the populace, are strongly opposed to the existing 
regime and may rebel at any moment. He cited the civic and democratic 
attitude of the opposition parties, U.R.D. and Social Christian (COPEI), as 
being the only reason that an open revolt had not yet started. Villalba 
stated that if his party should come into power it would not expropriate the 
oil fields or the iron mines. However, he reiterated his determination to 
bring about a nationalization of the gasoline retailing system as well as 
local refining of at least one-half of the oil production (H.A.R., V: 11). 
He compared U.R.D. to the New Deal under President Roosevelt. 


Although some opponents of the government have been exiled from 
Venezuela, others have managed to remain in the country, carrying on an 
internal struggle against the regime of Pérez Jiménez. One of these men was 
Dr. Alberto Carnevali, who since the death of Leonardo Ruiz Pineda 
(H.A.R., V: 10) had been the underground leader of Accién Democrdtica, and 
Public Enemy No. 1 in the eyes of the government. On the morning. of 
January 18, Carnevali was located in a house in downtown Caracas. Under a 
screen of protective gunfire, which wounded four A.D. members, the police 
stormed the building. After a brief struggle, Carnevali and 13 of his men 
were captured, while five others climbed down from an upstairs balcony and 
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escaped. As in the Ruiz Pineda affair, it was again Pedro Estrada and his 
National Security Service who landed Carnevali. As a result of this sort 
of record, Estrada has joined Pérez Jiménez at the top of the A.D. black 


list. 


Much speculation has arisen as to the activities of Carnevali prior to 
his capture. A veritable arsenal was discovered within the house, which 
could very possibly tie in with the riots and attacks that have been carried 
out in the past few months. It has also been suggested that the underground 
leader had been engaged in an attempt to foment the very dissension in the 
armed forces that had been alluded to by Jovito Villalba. 


One of the by-products of last month's coup is the promotion of a 
whispering campaign among the people to the effect that United States 
Embassy officials aided Pérez Jiménez in his seizure of the government. This 
propaganda is not being taken seriously by informed people, but it is feared 
that it may have an effect on the masses who voted against the Junta, It is 
true that U.S. businessmen and the United States government enjoy a 
comparatively favorable position under the existing rule. However, there is 
no evidence of an alliance between the U.S. Embassy and Pérez Jiménez. 


During 1952 Venezuela exported a record $1.5 billion worth of goods 
(mostly petroleum) and imported about $700 million worth, close to a record. 
Internal consumption increased during the year, while business activity held 
at the same level or slightly higher as compared to 1951. However, 
individual businesses did not make as large a profit as before because of 
increased competition (especially on the wholesale and retail levels) to the 
extent that the public could not absorb these additional goods and services. 


It is now apparent that the much heralded supplementary trade agreement 
between the United States and Venezuela, which was two years in the making, 
is not so attractive as was first advertised. Many items that formed a 
substantial segment of U.S. exports to Venezuela have been practically 
eliminated from this market by increased duties. For example, a No. 2 can 
of orange juice from the United States will now cost the Venezuelan housewife 
approximately $1.20, $1 of this price being the duty charged. The U.S. State 
Department has made the belated explanation that Venezuela offered the 
United States the choice of negotiating a new agreement or of having no 
agreement at all. Furthermore, there appears to be no immediate hope of 
reopening negotiations, as the United States is in no position to offer new 
concessions. On the brighter side, however, is the fact that many conces- 
sions were retained and others added, bringing the total favorable tariff 
classifications on U.S. goods up to 179, as against 88 under the 1939 
agreement. 


Western Germany is beginning to assume an important position in 
Venezuela's foreign trade. During 1952 the Bonn Republic imported $16 
million worth of agricultural products from Venezuela and exported a like 
amount of industrial goods to that country. An increasing number of German 
businessmen have been seen in Caracas recently, and during January it was 
announced that the German government had allocated $600 , 000 to buy 
Venezuelan coffee and cacao. 


The Venezuelan government raised the import quota for textiles to 
4,250,000 kilograms for 1953, a major stride toward the 1951 level of 
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S million. Textile producers within the country had blamed the high import 
quotas for a 36% reduction in domestic output between 1945 and 1951. 
However, after the government slashed import quotas to 2.5 million kilograms 
in 1952, production failed to increase, thus prompting the raise to the 
present level. 


The Canadian trade mission that has been visiting various Latin 
American countries arrived in Caracas near the end of the month. This 
mission, which was headed by Clarence D. Howe, Minister of Commerce and 
Industry, has been promoting the flow of foodstuffs from South America to 
Canada in return for manufactured goods. 


Large-scale development of the Caroni River is scheduled for 1953, 
according to Dr. Silvio Gutiérrez, minister of development. The electric 
power resources of this area show much promise and will receive a major . 
share of the $13.5 million to be invested throughout the country in this 
field. Economists and construction men forsee an era of industrialization 
for the Caronf River. With the extensive deposits of iron and other 
minerals so near to a potential source of power, it is estimated that this 
area could supply all the steel and petro-chemical needs of the Caribbean 
within 25 years. 


Production in the expanding iron industry reached a level of 1,900,000 
metric tons of iron ore in 1952, an increase of 700,000 tons over the 1951 
level. Meanwhile, discoveries of iron ore deposits in Anzoategui state, 
possibly as rich as those at Cerro Bolfvar, may herald the inauguration of 
another profitable mining venture. 


It is estimated that within 18 months the new channel for Lake 
Maracaibo will be completed. At a cost of roughly $12-$15 million, the 
channel will be approximately 14 miles long, 35 feet deep, and 600 feet 
wide. Traffic in the area will not be interrupted by the dredging opera- 
tions. The airports at Maiquetia, Maracaibo, and Barcelona will soon be 
improved and enlarged to handle jet aircraft. Further air news this month 
was the announcement that the U.S. Air Force will establish a mission in 
Venezuela to serve in an advisory capacity. The agreement is to continue 
for four years and may be extended if Venezuela so desires. 


The rise in oil production in the last two months (H.A.R., V: 11, 12) 
continued through December, to bring the yearly average for 1952 up toa 
record 1,803,910 bbls. per day, almost 100,000 bbls higher than the 1951 
average of 1,704,643 bbls. Related activities, such as the production of 
natural gas and refined products and exports of crude and refined petroleum 
products, registered increases of 5%-10% over 1951. Such an increase 
appeared as a threat to U.S. coal and oil companies. Coal operators are 
pressing for a curb on oil imports; otherwise they fear a drop in U.S. coal 
production. Oil men in the Southwest have expressed similar worries. 


The differences between Venezuela and Colombia over the operation of 
the Grancolombian Merchant Fleet (H.A.R., V: 12) now appear to stem from a 
question of pride and prestige. According to reports from Bogota, head- 
quarters of the company, Venezuela objects to the name of the fleet, on the 
grounds that it gives the impression abroad that Colombia is the sole 
country represented. Bolivarian Merchant Fleet has been suggested as a new 
name for the enterprise, no doubt in the belief that Bolivia would not be 
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credited with the ownership of the line. A Venezuelan commission is at 
present studying a possible revision of the articles of incorporation of the 
fleet. However, the expansion of service and the steady addition of new 
ships is an indication that the company plans to continue operations on a 


large scale. 


COLOMBIA 


The new year opened on a note of violence in Colombia. At three in the 
morning on January 1 the Palanquero military air base near Puerto Salgar was 
attacked by a guerrilla force which may have numbered 200. It is believed 
that the operation was designed primarily to secure arms and supplies for 
the raiders. Security might have been expected to be at a low point. 
However, one guard managed to escape the initial attack on the base power 
plant. The aroused garrison frustrated the attackers, effecting a reported 
toll of up to 60 killed and 100 wounded. About 120 men were arrested by 
January 4; captured documents are believed to have implicated many of them. 
The base sustained a loss of seven men, but no significant damage was done 
to the installations. Within a week Bucaramanga was the scene of violence 
reminiscent of the September 1952 "little bogotazo," At a funeral ceremony, 
January 7, for five Conservatives who had been killed on a nearby farm by 
guerrillas, orators incited the mourners. The latter sacked and burned a 
number of commercial houses belonging to Liberal merchants. The interven- 
tion of troops prevented the mob from destroying the offices and plant of 
the Vanguardia Liberal. Nevertheless, that end was achieved during the 
morning of January 11. Although he deplored what had gone on in Bucaramanga 
and elsewhere as a result of emotionalism, the minister of war indicated 
that he thought that violence was on the wane. Minister José Marfa Bernal 
is reported in El Tiempo to have said that the guerrillas were reduced to 
uncoordinated remnant local groups. The former zones of guerrilla land have 
been pared down to isolated foci in Antioquia and Magdalena departments and 
in the Llanos. It pleased Liberals to read that the minister considered the 
guerrillas to be Communist-inspired. The placing of guilt on the Communists 
was also done by the Palanquero air base commandant, a conclusion which, like 
the minister's, is not accepted universally among the Conservatives. 


Communists got into the news in other connections. Apparently some 
element had broached the proposition to form a popular front with the 
Socialist party. The executive board of the latter group has published an 
emphatic denial of any intention to participate in such an organization. With 
a like situation in mind, the commission studying constitutional changes is 
reported to have discussed measures to outlaw popular fronts and parties 
which have foreign allegiance. Meanwhile, Moscow's Pravda devoted a half 
page to Colombian problems on January 25. 


A foretaste of the product which the constituent assembly may be 
expected to create came with titular President Laureano Gémez' article in 
El Siglo of December 30. The prognosticator expects to see 1) the president 
and chamber of representatives selected by popular vote, 2) the presidency 
freed of its accountability to congress, 3) a corporate senate, 4) the 
selection of a judiciary to be divorced from politics, 5) departmental 
assemblies transformed from debating societies to small boards which would 
operate as an equivalent group in a business corporation, and with the voice 
and vote of the departmental governor, and 6) the vote restricted to family 
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heads in election of municipal councilmen. Later there was some elaboration 
on the foregoing when the committee on constitutional studies recommended 
that there be one senator selected for each 600,000 population. It is 
understood that their election will be by assemblies of municipal councils. 
The constitutional studies group also has decided that 15 additional 
‘senators should be selected to represent farmers and farm laborers (two 
each), and one each for industrialists, merchants, stockmen, government 
employees, industrial labor, commercial labor, the clergy, universities, the 
professions, academic and scientific institutions, and schoolteachers. 


The government announced that by January 31 the national association of 
farmers, stockmen, coffee growers, cooperatives, merchants, industrialists, 
and bankers must file their lists of 10 candidates and 10 alternates for the 
constituent assembly. From these lists the government will select a group 
of three delegates and three alternates. The various organizations will 
then choose from their respective lists of three which delegate and 
alternate will participate in the assembly. The two national labor unions 
will select groups of five delegates. The government will approve three of 
the names as a preliminary to the unions jointly selecting their final 
representation of one delegate and one alternate. The newspapermen's 
associations and the university heads will follow similar procedure in 
arriving at a choice to represent them in the congress which will issue a 
constitution for democratic Colombia. The delegates will receive 3,000 
pesos for each of their three months' labor. It is expected that they will 


convene on or about February 17. 


Speaking for the Liberals, Forero Benavides has remarked that they are 
more interested in the spirit and application of principles than in the form 
which ideas take in the words of a constitution. Eliseo Arango and 
Francisco de Paula Pérez, prominent Conservatives, are understood to have 
raised objections to. the proposed formation of a corporate senate composed of 
politicians, on the one hand, and representatives of business and occupa- 
tions on the other. Their belief that the senate should be staffed with men 
skilled in politics drew a pointed El Siglo editorial comment about 
"Conservatives who are Liberals." The newspaper feels that there can be no 
continuation of the electoral system which the Liberals have used to under- 


mine orderly government. 


El Siglo's editor, Senator Alvaro Gémez Hurtado, has been appointed 
Ambassador to Rome. Replacing the titular President's son at the helm of 
the paper is the diplomat, Conservative national committeeman, senator, and 
ardent anti-Alzatista Joaquin Estrada Monsalve. Although officially denied, 
there were reliable reports that Jorge Leyva was to become ambassador to 
Washington. Apparently the controversial public works minister wants to see 
more of his projects brought to fruition before he will consider diplomacy as 
an occupation. 


Conservative presidential hopeful, Mariano Ospina Pérez, has been 
campaigning in the western part of the country. His speeches are stressing 
his pro-present government and pro-new constitution policies. The former 
President believes in party unity and has lashed at dissident factions in the 
organization. As a result of the speeches it had become fairly clear by the 
middle of the month that Alzatistas would have to build their own road into 
the government. The hope for Ospina sympathy was gone. Accordingly, 
Gilberto Alzate Avendano and a number of his most effective vote-winning 
lieutenants flew to Barranquilla to begin their own campaign. 


= 


The preservation of the political status quo has been insured in many 
communities of Colonbia by a tacit understanding whereby only Conservatives 
in good standing may hold jobs in local governments. The municipality of 
Guaca, in South Santander department, has made news by openly requiring 
employees to be party card-bearers or proven Conservatives. 


Under the auspices of the National Catholic Rural Life Conference of 
the U.S., and with the assistance of the Ford Foundation, the first Latin 
American Congress on Rural Life Problems was held in Manizales. From 
January 11 to 18 some 500 delegates from 25 countries met to discuss the 
means of carrying out Papal pronouncements on the responsibility of the 
church for the social welfare of rural workers. In a sermon unique in the 
experience of many of his listeners, the papal nuncio in Colombia, Antonio 
Samoré, referred to the fundamental role in national society which rural 
inhabitants have played, and how the rural people were the least in the 
interest of state, business, and industrial organizations. He scored the 
conditions which drew people into the cities and which facilitated the 
extension of latifundismo. He urged stressing other values than 
materialistic wealth. 


The conferees were well aware of the gains made by Communism in rural 
areas of other parts of the world. With this in mind, Manuel Larrain 
Errazuriz, Bishop of Talca (Chile), hit at the co-existence of large land 
holdings and landless, destitute people. He envisioned a solution to the 
inequalities wherein everyone would become a proprietor, rather than 
abolition of all proprietorship save the state. The conferees discussed 
their own shortcomings: involvement in national politics; the need for 
closer communication with the people; the need for teaching technical skills, 
public health, and otrer means by which physical hunger and discomfort could 
be alleviated while spiritual hunger is being served as well. While the 
Latin American missionary activities of more than 500 U.S. Catholic priests 
was recognized as a valuable service, there was the feeling that the 
missionaries' training did not prepare them adequately to meet the problems 
that arise in rural America south of the Rio Grande. It was urged that the 
North Americans work closer to the local churches than has been the practice 
in the past. The delicate subject of church land-holdings came up. Concern- 
ing Colombia, it was stated that .001% of the nation's farms was the sum of 
church holdings. The land was said to be valued at 8 million pesos. 


The code of social action arrived at for the Roman Catholic Church in 
South America affirmed the principle of land cwnership for the farm worker; 
criticised latifundismo, especially where it took advantage of the rights of 
the rural worker; proposed that Catholic land owners organize to carry out 
the social principles of the church; favored the formation of credit unions 
and cooperatives, and cautioned against involvement in national politics. 


An article appearing in the New York Times on January 27 reported that 
the executive director of the U.S. National Catholic Rural Life Conference 
has proposed, in Bogota, the formation of an impartial panel of three North 
American social scientists to investigate charges that the Roman Catholic 
Church in Colombia is engaged in persecution of Protestants. The Evangelical 
Confederation of Coloribia has issued a report on the question. The 17 
Protestant mission groups jointly list over 150 cases of religious 
persecution for 1952; the acts include seven murders, destruction of three 
churches, and an assortment of bombings, stonings, imprisonments, and closing 
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of schools. It is alleged that priests were involved in 35% of the 
incidents and that government employees (including police) were involved in 
584 of them. Catholic Church leaders in Colombia acknowledged that priests 
had been involved in some of the incidents, but that there had been no 
repeat performances by priests after their actions had been investigated by 
church authorities. It is interesting to note that Colombian Catholics 
profess respect for the Protestants who were in their midst prior to the 
late World War. They claim to take exception to the missionaries and 
converts of the "pentecostal" Protestant sects. Some spokesmen for sects 
that have long practiced their faith in Colombia claim that the Catholic 


attitude now is substantially the same as ever. 


No incidents were reported to have interfered with the January national 
convention of Baptists in Bogota. Besides delegates of the 14 member 
churches, a Jesuit in civil garb attended the meetings as an observer. 


ECUADOR 


The political aftershocks of the December 11 Guayaquil incident are 
still being felt in Ecuador. These developments, together with other 
political events, have been a real challenge to the composure of President 


Velasco Ibarra. 


The year began on one hopeful note, for the governor of Guayas province 
had made a New Year's declaration of amnesty for all Ecuador's political 
exiles. Since no exiles are understood to exist beyond the handful of 
C.F.P. (Grupo de Concentracién de Fuerzas Populares) leaders who were rushed 
out of the country last month (H.A.R., V: 12), the gesture momentarily 
suggested an official volte-face. The banished Guevara Moreno, former mayor 
of Guayaquil,and his lieutenants, were understandably cool toward the pardon. 
The governor had publicly initiated the move to declare vacant the mayoralty 
and city council offices which members of the exiled group had recently held. 
Then, too, there was the contradictory note in the New Year's radio message 
of President Velasco Ibarra to consider. The chief executive had stated 
that measures to eradicate Cefepismo would continue. Moreover, the exiles 
were awaiting the news of a charge pending against them for misappropriation 


of municipal funds. 


On January 3 it was alleged that the equivalent of $55,000 had been 
fraudulently handled by C.F.P. leaders. Eleven days later the amount of 
malversation alleged had grown to a reported $750,000. Speaking in Panama, 
January 14, and Lima, January 15, Guevara Moreno insisted that the charges of 
fraud and of initiating a revolt were government-created fictions. He also 
averred that congressmen were circulating petitions to reconvene so that the 
legislature might oppose recent presidential pressure on government officials 
who were unwilling to perform what he considered to be their duties--e.g., 
drawing up a case against C.F.P. malfeasants. 


Almost as Guevera Moreno spoke, rumors circulated to the effect that 
Civil disorders had broken out in Ecuador. Although radio stations were 
closed down during the evening of January 16, a Quito station maintained 
that no uprising occurred. A similar peak in rumor circulation had arisen a 
week earlier; a revolt was supposed to be on the verge of erupting in Loja 
province. These speculations were enriched by reports that 1) the guard 


« 


around the Ministry of Defense had been doubled, 2) the new pro-tem mayor of 
Guayaquil had made a brief trip to Quito for conferences, and 3) other 
important talks were being held between Loja and Guayas officials. 


Whereas some personnel transfers among the military had been effected 
right after the Guayaquil incident, it was not until January 18 that an 
important officer was involved. The Ministry of Defense announced that it 
had relieved the commandant of the military zone which includes Guayaquil. 


During the early part of January, press speculations indicated that a 
cabinet crisis was looming. There was some doubt about the minister of 
interior and the secretary of the cabinet remaining in the government. As 
it turned out, however, Minister of Economy Lisimaco Guzman Aguirre and 
Treasury Minister Nicolas Maldonado resigned during the month. It is said 
that the former minister relinquished his post because speculation had 
caused a rice shortage. Presumably related to the shortage was the earlier 
(January 5) firing of the director of the government's food and subsistence 
commission. The resignation of the treasury minister may be related to the 
Guevara Moreno allegation that Velasco Ibarra was using duress to get 
treasury officials to develop a case against the C.F.P. Guayaquil city 


administration. 


Charges of economic sabotage were levied against the government by the 
phi seher of Quito's independent liberal paper, El Dia. Apparently the 
paper's social security taxes were about $9, OOO in arrear. A court had 
ordered the auctioning of the newspaper plant and equipment since proffered 
alternate settlements had been turned down by the social security agency. 
The publisher claimed that the paper's highly critical opposition to the 
government was responsible for the decision to foreclose on the printing 
plant. There are reports that the seizure took place on January 22, and 
that in the evening some 400 protesting students were dispersed from the 
area of the presidential palace. Not clear in time sequence is the reported 
presidential recommendation that El Dia be given six more days of grace. 


University students were involved in yet another demonstration in Quito. 
University authorities had permitted the Federacién de Estudiantes and the 
Arnista (Alianza Revolucionaria Nacional Ecuatoriana) student group to hold 
independent protest meetings on the January 29 anniversary of the Rio 
Protocol. The meetings coalesced into a riot in which bullets and bricks 
felled nine students with serious wounds. It is reported that the resort to 
stones and bricks followed shooting done by a government official's body- 
guard. The man was arrested, and the minister of government stressed that 
peace officers had had orders to stay away from the university. To charges 
which related the "authoritarianism and belligerency" of the Arnista 
students with the presence of party members in the government, President 
Velasco stated that he, not the Arnistas, was governing the country, and that 
Arnista collaboration in the government was administrative and not political. 
The President added that it was evident that factions and individuals, among 
them Socialists, Communists, and Cefepistas, were pursuing a thinly veiled 
obstructionist program with the hope of provoking the formation of a 
dictatorship or the downfall of the government. 


The mutual esteen of Velasco and President Perén of Argentina was 
expressed during January via the medium of their countries' orders of merit. 
Ajthough he had been expected to become minister in Ia Paz, Wilson Vela was 
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appointed treasury minister on January 17. He is a member of the national 
committee of the Partido Liberal Radical. Alberto Puig Arosemena had been 
appointed anbassador to Chile; Clodoveo Alcfvar Zevallos is the new 
minister to Urusuay. The former has represented Ecuador in Buenos Aires; 
the latter served in Galo Plaza's cabinet and is a recent vice-presidential 
aspirant. Rafael Leén Larrea, Quito's mayor and recent appointee to the 
ambassadorship in Bogota has been prevailed upon by groups of his 
constituents to refuse the diplomatic post and to retain his important job 


in the capital city. 


More detailed information has become available in regard to Ecuador's 
estimated $15 million or $16 million favorable balance in trade. Banana 
exports during the first nine months of 1952 ($15 million) had doubled in 
value over the traffic in the equivalent period of 1951. Rice exports 
($7.7 million) increased ten times in value. Coffee exports ($12 million) 
are up $1 million. However, the cacao exports ($13.7 million) showed a 
decline of $2.5 million, and Panama hat exports were $1.7 million rather 
than the $2.6 million of the first nine months of 1951. Ecuadorean exports 
have been distributed to the U.S. (59% by value), Western Europe (21%), 
Latin America (16%), and the Far East (4%). It is of interest to note that, 
though the country has been exporting rice, the President had to order the 
importation of 2,000 tons of grain to alleviate the domestic shortage which 
had precipitated a cabinet resignation. 


PACIFIC COAST REPUBLICS 
PERU 


Victor Rail Haya de la Torre, one of Latin America's most celebrated 
political refugees, began his fifth year of residential sanctuary in the 
Colombian embassy in Lima. Founder of the outlawed Alianza Popular 
Revolucionaria Americana (APRA) party, Haya began dodging the Peruvian 
police in 1917 as a student at the University of San Marcos. Accused by the 
Peruvian government of complicity in the abortive revolt at Callao on 
October 3, 1948, when Aprista party members tried to seize the barracks, 
Haya fled to the Colombian embassy pleading the time-honored right of asylum. 
Neither direct negotiations between Colombian and Peruvian officials, nor 
International Court of Justice decisions have settled the problem. The 
difficulty lies in disagreement between the two countries on Haya's legal 
Status as a refugee and on the interpretation and application of the 
International Court's decisions. Peru holds him to be a common criminal 
without the right of asylum; Cclombie considers him a political refugee and 
has asked for his safe conduct outside Peru. Unless these disagreements can 
be settled, there is not much hove for a prompt solution of the problem. For 
the Peruvians this situation assumes a special significance at this time of 
the year. Haya's birthday falls on February 22, and his followers are in 
the habit of honoring him with gala ceiebrations and fireworks. To prevent 
this show of affection, the government police, during the last two decades, 
have begun in January their annual "preventive" arrests of Apristas, holding 
them until well past February 22. Some observers believe that these 
precautionary measures reflect fears on the part of the government that APRA 
may regain its strength. 
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On January 19, Peru announced a plan to adjust its dollar debt. In 
exchange for six issues of Peruvian dollar bonds of an equal aggregate 
principal amount now outstanding, $65,726,000 of new 3% dollar bonds 
maturing January 1, 1997, will be offered. The offer, which also provides 
for delivery to assenting bond holders, scrip certificates and certain cash 
payments, will terminate December 31, 1954, unless extended by the Republic. 
The offer was made following negotiations by Peru with the Foreign 
Bondholders’ Protective Council, which has recommended acceptance by 
creditors. A loan amounting to 30 million soles, or its equivalent in 
dollars, was approved by Congress to cover expenses of the national highway 
plan. 


The new petroleum law (H.A.R., V: 12) has yielded its first monetary 
fruits since it went into effect in October 1952. The Peruvian government 
has received the sum of 38,346,531 soles ($2,556,435) from the sale of oil 
concessions. By December 1952, the National Petroleum Council had approved 
concessions presented by four domestic companies. The money received in 
January comes from these four companies as well as certain of the 13 
foreign companies that have applied for concessions. At the end of the 
minimum 40-year period, the company rights can be renewed for another 20 
years. After they expire, all equipment used in their development will go 
to the Peruvian government, except for refineries, pipelines, and certain 
other installations. Although the full impact of the new policy will not be 
felt for several years, it is believed that the petroleum law and the mining 
code of 1951, formulated on a similar basis, have done much to assure the 
country's economic future. 


Agriculture and livestock raising enjoyed a good measure of prosperity 
during 1952. Sugar and cotton crops were larger than in the previous year. 
In the first nine months of 1952 Peru exported 243,089 tons of sugar and 
consumed 148,953 tons. The grain yield also increased during 1952. The 
government's Five-Year Plan is authorizing expenditures up to 27 million 
soles for farm machinery imports to increase wheat production during 1953. 
Plans have also been made to devote more acreage to rice. Dairy cattle for 
breeding purposes as well as beef breeding stock were imported from the 
United States, Europe, and Brazil during 1952, and additional funds have 
been set aside for the development of livestock and meat production during 
1953. 


Two new industries will be developed in 1953. An estimated $12 million 
will be spent for the establishment of a Peruvian newsprint and paper 
industry plant to eliminate the current annual expenditure of $5 million for 
imported newsprint. Also, the Ministry of Agriculture will promote the 
planting of jute for manufacturing burlap sacks, previously imported from 
abroad at an approximate yearly expenditure of 100 million soles. 


Transportation facilities have been extended with the opening of the 
Lima-Ica link of the Pan American Highway. A new 1 mile landing strip is 
being built at the Arequipa airport to accommodate big aircraft. A large 
airport has been completed at Caracoto, the second largest in the mountain 
area. It is expected that the new airport will promote the marketing of 
agricultural products grown in the area. 


The renowned Inca ruins of Macchu Picchu near Cuzco are falling into a 
State of disrepair because of insufficient funds to combat the effects of 
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heavy rains and rapidly growing vegetation. Two American archeologists 
uncovered some 2,000-year-old art near Lima which promises to furnish new 
evidence of interchange of cultures between coastal and mountain 


civilizations in Peru. 


An executive decree provides for the creation of a central commission 
under the Ministry of the Treasury to take a general census of Peru in 
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BOLIVIA 


The advent of the New Year brought, on the whole, only disorder and 
despair to the government and people of Bolivia. Further demonstration of. 
the continuing instability of the M.N.R.'s (Movimiento Nacionalista 
Revolucionario) control of the government was evident in an attempted revolt 
and an intra-party schism. On January 6, a rightist faction of the M.N.R., 
led by Army Chief of Staff Cataldi and other prominent military and 
municipal officers, attempted to overthrow the Paz Estenssoro administration. 


The third major revolt since the present regime assumed power last 
April found the President narrowly avoiding capture by discontented regular 
army men. The President was saved by a "People's Army" of the M.N.R. that 
successfully suppressed the rebellion. According to its backers, the 
abortive revolution was due to dissatisfaction with the Communist leanings 
of the administration and especially with Marxist Minister of Mines and 
Petroleum Juan Lechin. 


Order was restored after the failure of several officers to inspire 
rebellion in soldiers at army barracks and at the principal air base near 
La Paz. Shortly thereafter, President Paz Estenssoro and Minister Lechin 
appeared in public and announced that peace reigned and that all hostage 
ministers had been released. They said that the government would 
immediately work for the reorganization of the army and purge it of 
reactionaries and disloyal officers. 


The failure of the rebellion and the incarceration of its leaders 
apparently did not discourage a second conspiracy from taking form in mid- 
January, but before an open revolt could be staged a series of purges rid 
civil and military positions of "subversives." In addition to Cataldi, the 
ex-propaganda minister, the under secretary of economy, and several well- 
known bureaucrats were placed in jail. About fifty people were detained by 
police and many were exiled to Chile. In Antofagasta, ex-President Toro and 
the brother of ex-President Hertzog said they were bewildered as to why they 
had been deported. The Mayor of La Paz, Jorge Gamarra, was replaced by order 
Of the President. The Chief of Staff of the Military Forces resigned and 
the Deputy Chief of Police of La Paz took asylum in an unidentified foreign 
embassy. 


Charges and counter-charges generally appeared to be exaggerated. 
President Victor Paz Estenssoro denied that he was a Communist and said he 
was only a "defender of the workers." A leading newspaper in La Paz said 
that the revolutionary conspirators had been subsidized by former tin-mine 
owners. 
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After most of the insurrectionists had been released from jail in late 
January a shaky calm seemed to have returned. The effects of the turbulent 
month are two-fold. In the first place, labor will get a greater voice in 
government circles for its faithful support of the M.N.R. Secondly, the 
President cannot be sure of the loyalty of his own friends and officials, 
even of Juan Lechin. 


Whether the government can maintain itself in power will be seen in 
ensuing months. The party convention of the faction-torn M.N.R. has been 
postponed to February. The convention is expected to approve general 
elections to be held in Mey with restricted suffrage. 


The attempt to win popular electoral approval may well be influenced 
by the degree of emphasis on the tin mine policy. Very serious inflation 
faces the country after the first of three roughly equal wage payments, each 
equal to 12% of total money in circulation, having been made to 25,000 tin 
workers. This inflationary action is complicated by dwindling stocks of 
imported goods on which the nation depends so heavily. The $25 million in 
capital taken from foreign tin companies to tide the country over the 
arduous period after nationalization has already been exhausted. It will 
be difficult to obtain mining equipment and engineers because of the 
opposition of the three leading former tin mine proprietors. 


Two bright signs on the horizon for Bolivia's tin sales are seen. The 
Reconstruction Finance Corporation (R.F.C.) has signed an agreement in 
Washington with Ambassador Andrade to buy 5,000 tons of tin on a temporary 
three-month basis at a price not unfavorable to the United States. In 
negotiations now going on for a one-year contract, the U.S. holds the upper 
hand for several reasons. Americans were buying over half of Bolivia's tin 
Output before nationalization in October and at present the only smelting 
plant available for use is at Texas City, Texas, Moreover, any future 
understanding is hindered by difficulties over compensation of U.S. 
interests which owned one-fourth of the tin mines. 


Rather encouraging news for Bolivians was the announcement that 
William Harvey and Company of Great Britain has agreed to purchase 18,000 
tons of tin (51% of the 1952 output) over a period of three years at a price 
of $1.175 f.0.b. South America. 


Both the British firm and the R.F.C. may face legal suits by Patino, 
Hochschild, and Aramayo if Bolivia does not make a satisfactory offer of 
indemnity for the expropriated property. 


CHILE 


On January 15 the Chilean Chamber of Deputies approved the bill grant- 
ing special economic and administrative powers to the President, which would 
permit him to carry out his plan to solve Chile's current financial crisis 
(H.A.R., V: 12). Approved earlier in the week by the Senate, the bill 
passed the House in two minutes by a vote of 82 to 7. Finance Minister Juan 
Bautista Rossetti congratulated the legislature on its "sincere, patriotic, 
and cooperative attitude," and assured members that the government would 
exercise the powers with moderation and good judgment. He promised rapid, 
effective adjustments calculated to check inflation, balance the budget, and 
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protect "not only the economic structure but also that of democratic 
institutions and manner of life." A further extension of power was granted 
when the legislature gave the government authority to set prices on copper 
bought from U.S. companies operating in Chile. Under this price-control 
plan producers have a right to be heard but have no voice in the final 
determination of the price. 


Carlos Ibanez del Campo, after advocating recognition of the Communist 
party during his election campaign, declared himself against the repeal of 
the Law for Permanent Defense of Democracy, which prevents Communists from 
voting or holding public office. The cause for Ibanez's change of policy 
is attributed to recent Communist agitation. Outlawed in 1947, the 
Communist party still has three members in the Senate elected before the 
law was passed. Since their terms will expire in May, the Communists had 
hoped to run candidates in the March elections. 


Foreign Minister Arturo Olavarrfa informed the Senate of the govern- 
ment's new foreign policy. With emphasis on Hispanic American unity, 
Olavarrfa recommended that Chile take the initiative in the formation of a 
community of nations. Like Perdén, Ibdnez wants to form a Latin American 
economic bloc to put producers in a better position to bargain with the 
United States and to cemand more U.S. aid for economic and social develop- 
ment. In order to achieve unity, the Chilean government wants to abolish 
customs barriers and other obstacles to free traffic between neighboring 
countries. Olavarrifa proposed that plans be drawn up to facilitate travel 
and residence in Chiie by removing immigration taxes. He added that the 
government would not demand recipocrity, but rather would like to present 
tangible efforts for world solidarity as an example to other nations. 


The government's first step in forming an economic bloc will be to 
establish a strong link between Chile and Argentina. Olavarrfa said that 
the two countries are united in their efforts to raise the standard of 
living of their citizens and to "seek defense against economic aggression 
and the unfair exploitation of wealth." Through the exchange of Chilean 
steel, copper, and nitrates for Argentine meat and oils, the two countries 
will begin the union which later will extend benefits to other countries. 
Peron will visit Chile next month to sign a trade treaty and discuss a 
customs union. According to the Chilean ambassador to Argentina, Conrado 
Rfos Gallardo, the interview may be a step in Perén's plan to form a self- 
sufficient political and economic federation of the two countries. Arturo 
Olavarrfa will also meet with Bolivia's Foreign Minister Walter Guevara Arce 
to discuss free passage of Bolivian goods through Chilean ports. Plans were 
made to increase the capacity of the Arica-La Paz railway and to construct 
both a highway and an oil pipeline from Oruro, Bolivia, to Iquique, Chile. 
The Foreign Ministry is also negotiating for trade agreements with Germany, 
Hungary, and Japan. 


The voters who brought Carlos Ibanez to power in September elected in 
January the first woman senator in Chilean history. Marfa de la Cruz, 
president of the two-year-old Feminist party became the new senator from 
Santiago. She is known as an untiring worker on behalf of the poor and also 
for her ardent support of Peronismo. Her followers compare her to Eva 
Peron, for they say that with her great influence with the masses, she 
represents a vital link between the government and the people. The majority 
that Sra. de la Cruz received this month indicates that government forces 
may succeed in the March elections. 
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A large-scale smuggling operation, involving both Chile and Argentina 
came to light this month when the Chilean government broke up illegal 
traffic in American-made antibiotics. During the past two years $7 million 
worth of drugs has been removed from legal trade channels and sent to North 
Korea and China. Much of the penicillin, aureomyecin, and terramyecin 
bought by Chilean merchants was smuggled over the Andes to Argentina, and 
from there to Communist China. Chilean authorities began investigations 
when they discovered that even though the imports of antibiotics had doubled 
in the past year, there was still a drug shortage. To date few arrests have 
been made due to lack of concrete evidence and because most of the smuggling 
has been carried outside of Chile. 


The U.S. House of Representatives voted on January 19 to suspend the 
2¢-per-pound import tax on copper. Although this was the third extension of 
the tax suspension, it met with no objection from the representatives of the 
copper mining states. Even with their increasing production, domestic 
producers realized that they could not meet the rising demand from defense 
industries. The tariff suspension may contribute favorably to Chile's 
critical economic situation. There still have been no indications that 
Ibanez plans to nationalize the copper industry. Oscar Fenner, the new 
Minister of Economy who replaces Edecio Torreblanco, said the government has 
neither the funds nor the inclination to nationalize copper. One U.S. 
observer commented, "Chileans are getting efficient, low-cost U.S. management 
of their natural resources, and they know it." 


The growing scarcity of electric energy in northern Chile is causing 
great concern among manufacturers. It is estimated that $10 million has 
been lost by commerce, industry, and individuals because of insufficient 
power. Humberto Martones, Minister of Public Works, and the Corporacién de 
Fomento (Corfo) will combine to speed up the development of hydroelectric 
construction in the North. By harnessing the waters of the Rfo Lauca, the 
shortage of electric power in Antofagasta and Tarapaca will be alleviated, 
while the additional water will permit the irrigation and cultivation of 
some 250,000 acres of land now lying fallow. 


The Chilean Foreign Trade Council announced the following foreign 
exchange rate for 1953: a “preferential” rate of 70 Chilean pesos per dollar 
and an "ordinary" rate of 100 to 120 pesos per dollar. Finance Minister 
Juan Bautista Rossetti revealed that the 47.5 billion peso budget will be 
divided among the Ministries as follows: Treasury, 11.7 billion; Education, 
7.4 billion; Defense, 6.4 billion; Public Works, 5.8 billion; Health, 5.3 
billion; Interior, 4.5 billion; Economy & Commerce, 2.1 billion. 


Fifty-two persons were killed and 400 injured when 20 tons of blasting 
powder exploded in Valparafso on New Year's Day. A fire, apparently ignited 
by a holiday firecracker, broke out in a lumberyard on the Avenida del 
Brasil, spread to nearby gasoline tanks, and then to the government highway 
department warehouse used for storing blasting powder. The blast, described 
by observers as similar to the explosion of a bomb, razed the entire block. 
Included among the dead were 30 volunteer firemen and 22 spectators. 
President Ibdnez hurried from Santiago to survey the damage. He declared a 
three-day national mourning period, suspended all public functions, and 
ordered the flags on public buildings to be flown at half-mast. The 
Valparaiso branch of the National Ibanista Movement offered blood donations, 
sent messages of condolence, and collected funds to help the families of 
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victims. In the name of Eva Perén Foundation, Argentina's President Perén 
sent an army transport plane with doctors, nurses, plasma, and medicine to 
help the wounded. The explosion was the worst disaster to strike 
Valparaiso since the devastating 1906 earthquake. 


RIVER PLATE REPUBLICS 
ARGENTINA 


A political amalgamation of countries in southern South America has 
long been a dream in Argentina. Observers have generally agreed, however, 
that such a union was only the remotest of possibilities, considering the 
strong feeling of nationalism that has fermented for over a century in 
countries bordering Argentina--Uruguay, Paraguay, Bolivia and Chile. Since 
there is now such handsome rapport between the Argentine and Chilean 
presidents, it appears likely that the two neighboring countries may soon 
achieve some sort of political, or at least strongly economic, tie. Perdn 
is to leave for Chile in February as a guest of President Carlos Ibanez to 
consider political and economic relations between the two nations. Actually, 
many doubt that Ibdénez could get enough Chilean support for a political 
union of much consequence. Perdén is said to be so intent on a political 
union that in order to achieve it he would be willing "to let Chile annex 
Argentina;" however, it remains to be seen how he would define such 
annexation. According to reports, it is at least fairly certain that a 
customs union will be agreed upon. Diplomatic sources also inform that Chile 
has proposed to Argentina a 5-year commercial agreement in conjunction with 
Perén's Five-Year Plan. There would be an exchange of Chilean steel, copper, 
and. nitrates for Argentine meat and vegetable oils. 


Argentine relations with Uruguay continue to be strained. There was 
information in December to the effect that Argentina had ended its restric- 
tions on trade and travel between the two countries (H.A.R., V: 12); 
however, reports in January indicate that the restrictions remain. Official 
circles in Montevideo said on January 31 that Uruguay was delaying the return 
of its ambassador to Buenos Aires until it can decide on what new steps to 
take. The indefinite withdrawal of the Uruguayan ambassador would amount to 
a virtual rupture in diplomatic relations, especially since Argentina has not 
yet replaced Ambassador Luis Irigoyen in Montevideo after the latter was 
transferred to Western Germany over a year ago. 


Relations between Argentina and the United States are uncertain. 
Peronistas acclaimed President Eisenhower's inaugural promise "never to use 
our strength to try to impose on any other people our own political and 
economic institutions;" however, they were soon shocked by Secretary of State 
Dulles' remarks before a Congressional committee about a "Fascist movement” 
in Argentina that was "active and spreading elsewhere." Argentine Ambassador 
Hipélito Paz in Washington reacted with the usual Peronista advice about the 
virtues of non-intervention, denying at the same time that Argentina was an 
"extremist" nation as implied by Dulles. La Epoca of Buenos Aires declared 
that U.S. influence in Latin America was being destroyed, not by Communism or 
fascism as claimed by Dulles, but by "Yankee imperialism" operating in Latin 
America "as if it were a conquered land." 
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U.S. and other foreign investors have had little chance in Argentina in 
the last several years to treat that country as a "conquered land." During 
the period of the first Five-Year Plan, Perén sought "political and economic 
sovereignty" by developing state ownership of much foreign investment in 
Argentina, and discouraging any further such investment in the country. 

Many observers feel that under the second Five-Year Plan, launched in 
January (H.A.R., V: 12), Perén will find it essential to permit a large- 
scale re-entry of U.S. capital. According to a pamphlet published in 
January by economist Emilio Llorens, Argentina has suffered such serious 
decapitalization and monetary inflation that its present supply of capital 
is far inferior to its needs of between $4 billion and $5 billion. Foreign 
capital investment has allegedly declined by 70% over the last decade. 
Production of basic consumer goods especially has suffered because of the 
government's price control policies that have encouraged the transfer of 
capital investment from those goods to uncontrolleil products. 


One of Peron's chief arguments in justifying his regime has been that 
he has achieved an "economic independence" from foreign capitalists, who, he 
claims, hampered the development of the country by "robbing" its natural 
weaith. Actually, according to the Llorens report, since the process of 
decapitalization began, Argentine production has notably declined, in spite 
of the country's so-called economic independence and increased wages. 
Recently published figures indicate that the average wage for industrial 
workers rose from 533 pesos to 724 pesos a month between June 1950 and 
February 1952. However, this 36% increase was insignificant beside the 
figure of 73% for the rise in the cost of living over the same period. 


If the President continues to resist foreign capital investment and 
foreign loans, observers agree that the ambitious aims of the Five-Year Plan 
cannot possibly be achieved. The Argentine Chamber of Commerce recently 
expressed doubts that both the plan and the normal Argentine economy can be 
kept solvent this year. On the other hand, herhaps Per6én will not rush 
headlong into the plan; he recently recognized that there cannot yet be any 
heavy official spending, since crop proceeds will not be forthcoming for 
another 6 to 12 months. Incidentally, the President made an interesting 
comparison between the first and second Five-Year Plans, in which he admitted 
that the characteristic feature of the first was "bad planning" redeemed by 
abundant resources; while for the second there has been "better planning" but 
inadequate resources. In spite of the "not-so-good" economic situation, he 
was confident that a mystical "organization," a unity "of the efforts of 18 
million people in a single direction at a certain time" could "move the 
world." The President conceded that there were undoubtedly people in the 
country who would still resist, although he considered this "inconceivable to 
anyone of fairly well developed intelligence." 


Perén expects that a combination of work and "good business" will bring 
success to the Plan. His definition of good business is "buying cheaply and 
selling dearly." An effort was made in 1952 to dictate high prices for wool, 
but the net result was a large unsold backlog of that commodity, as well as 
a $17 million unfavorable trade balance with the U.S. for the first nine 
months of the year. The situation was further complicated by the appearance 
of a serious threat from competing synthetic fibers. As the new wool- 
Shearing season approached, the government was forced to modify the exchange 
rate to a point where the country's producers could again offer their wares 
On the world market. Beginning in September, renewed wool shipments greatly 
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alleviated the country's hard currency position. As a result, total 
Argentine exports in October reached a high of $19.6 million, while imports 
were held to $11.2 million. The $8.4 million favorable balance nearly 


halved the January to Septenber import balance. 


Statistics have shown that in the first six months of 1952 there was a 
marked deterioration in exports from Argentina to all the country's main 
customers except Sweden, Peru and Switzerland. Over the same period only 
the U.S. registered a loss in exports to Argentina comparative to the 
figures for the first half of 1951. Wool and grain shipments in 1953 are 
expected to restore Argentine shipping to normal. Traders are optimistic 
that the manufacture of synthetic fibers in the U.S. will not hurt the wool 


trade excessively. 


There is no question but that the bumper wheat harvest will be disposed 
of entirely, but there are indications that the government's speculative 
price policies may be doing harm to the country's future trade, just as in 
the case of wool. At the present time, even though ports are reported to be 
congested with grain, shipments abroad have been negligible although 
deliveries to the ports from the farms began more than a month ago. The 
delay appears to be caused by high Argentine price demands. Even though 
Argentina is selling wheat to India at only $1.80 a bushel, it is insisting 
on receiving $3.40 a bushel from Brazil (reportedly for some 600,000 tons), 
to whom Perén owes $100 million. Brazilians are apparently determined not 
to accept the price demanded; they complain that they do not see why the 
price should be almost doubled over that to India just because Argentina is 
in debt to Brazil. Recently, Brazil even reached into its meager stockpile 
of dollars to buy 125,000 tons of wheat from the U.S. Under the Interna- 
tional Wheat Agreement, U.S. wheat is available at $1.80 a bushel and free 
wheat at $2.30. The Argentine position in the controversy is allegedly that 
the wheat price should be determined by what Argentina has to pay Brazil for 
coffee. It is claimed that the price offered by Argentina is below the price 
Brazil was paying for Argentine wheat in 1949, while the price which 
Argentina must pay today for Brazilian coffee is some 165% higher than in 


1949. 


Actually, Argentina may gradually be losing the Brazilian market; 
OQ Jornal reports from Rio that Brazil may become self-sufficient in wheat in 
four years. It will be recalled that Argentina's post-World War II price 
gouging first stimulated Brazil to increase its wheat output on a large 
scale, to the point where its 1952 production was about two and a half times 
that of 1946. In the present trade negotiations, traders feel that Brazil 
has the best chance of winning the argument since Argentine authorities will 
soon have to make room in their ports for the current harvests of rye, barley 
and oats. 


Crop damages amounting to some 25 million pesos ($1.2 million) were 
caused in Buenos Aires province for several weeks following Christmas, 
according to reports of January 17, by hundreds of prairie fires. Fires 
are frequent in the summer months on the Argentine pampas, but not normally 
on such a large scale as in the recent occurrences. Authorities suspect 
arsonists were seeking to sabotage Argentina's agricultural production, and, 
thus, the effectiveness of the new Five-Year Plan. 
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The Review of the River Plate reports that Buenos Aires consumers are 
paying 200% more for meat now than in April 1951, while Great Britain is 
only paying 26% more. The top British price under the new agreement signed 
in December 1952 (H.A.R., V: 12) is £181 a ton, compared with £126 under 
the previous pact. The magazine cites inflation on top of increased consumer 
purchasing power as the principal reason for the price increase in Buenos 


Aires. 


Argentine sources have been implicated in an illegal traffic in 
American-made antibiotics. Chilean authorities reported in January that 
many drugs bought legally by Chilean merchants with import licenses either 
never reached Chile or were smuggled over the Andes to Argentina and from 
there to China and North Korea. Drugs valued at $7 million have made this 
circuit over the last two years. A raid south of Santiago resulted in the 
seizure of an Argentine with 8,700 tubes of penicillin in rice sacks; 
otherwise, there have been few arrests, though some confessions have been 
secured. These revelations came shortly after accusations were made in 
Washington, and denied in Buenos Aires, that Argentina was selling to the 
United States quantities of linseed oil purchased from Red China. 


URUGUAY 


Mateo Marques Castro, the Uruguayan Ambassador to Buenos Aires, was 
recalled recently for consultation and will stay home pending a review of 
diplomatic relations with Argentina. The decision to postpone his return 
seems to reflect Uruguay's discontent with the Perén government's restric- 
tions on trade and tourist travel between the two countries. Although 
reports last month indicated that the ban had been lifted, no improvement in 
the situation has been seen. For several months residents of Argentina, 
including foreigners, have been virtuaily barred from traveling to Uruguay. 
This drop in traditional tourist trade, plus the cessation of practically 
all commerce with Argentina has hurt the Uruguayan economy. The Argentine 
restrictions are said to be the result of Perén's annoyance at the freedom 
given Argentine political exiles across the river in Uruguay. Argentina has 
never replaced its ambassador, Luis H. Irigoyen, who was transferred to 
Germany more than a year ago. 


The Government Council, with Andrés Martinez Trueba as Chairman, is 
studying a bill which would provide for the establishment of an organization 
to educate, care for and rehabilitate invalids. Called the Instituto para 
Recuperacion de Invélidos, it is to be administered by the Public Health 
llinistry and financed by a 145 stamp tax on all income, whether it be from 
wages, salaries, or business transactions. 


The Associacién Uruguaya de Escritores, AUDE, along with the actors and 
actresses. of the Comédia Nacional have recently expressed their gratitude to 
the Government Councii for the aid it has given towards the development of 
national culture. The Council has, for example, created the Comedia Nacional 
organization and exempted it from taxation. 


There has been considerable controversy aroused concerning the state of 
Uruguay's rural schools. It appears that as a result of the industrializa- 
tion of the last fifty years and the corresponding migration to the cities, 
the rural schools have suffered neglect. In many cases it has been found that 
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although plenty of help would be available from among the urban unemployed, 
the children are being taken out of school because they are needed on the 
parents' farms. This is not an uncommon situation when rural economies are 
at a low level of income. Uruguay can be proud of its fine system in the 
metropolitan areas; but the rural schools stand in need of encouragement. 


The budget for 1953 was approved at some $230 million, but special 
emphasis was placed on stringent controls of spending and exchange in an 
effort to keep the peso stable and eliminate last year's deficit, estimated 
at 67 million pesos. The loss of Argentine trade and slow markets for wool 
and meat are the factors blamed for the shortage. Shipments of these show 
some improvement however, and it is reported that Uruguay is now very prompt 
in its draft payments. The peso has been relatively stable, and now stands 
at 36.50 cents U.S. currency. 


At the end of 1952, some worry was expressed concerning unemployment-- 
set at 30,000. The nation is being urged to "produce more and spend less" 
as the solution to the problem, 


Expansion of trade with Canada is perhaps forthcoming due to the visit 
of a trade mission headed by Clarence D. Howe to discuss the possibilities of 
expanding Uruguayan-Canadian trade in certain commodities. Canada is looking 
for new markets for its industrial goods. 


PARAGUAY 


General elections will be held in Paraguay February 15 to select a 
president and 40 members of Congress. Although there is no woman suffrage, 
the vote is obligatory for all male citizens. Since the Partido Colorado is 
the only one participating in the coming election, there does not seem to be 
much doubt that the incumbent president, Federico Chaves, will be elected to 
another five year term. President Chaves have been described as moderate in 
his political ideology and is a veteran leader of his party. Although the 
Communist party has a small following in the country, the organization has 
been outlawed. 


The Paraguayan Ambassador to Argentina General Emilio Didz de Vivar, was 
ceremoniously decorated by General Juan D. Perén with the Grand Cross of the 
Order of Merit. It is reported the General Vivar is about to be transferred 
as ambassador to Brazil. 


BRAZIL 


In an exceptional move, the Rio de Janeiro Chamber of Commerce held a 
closed session this month to discuss urgent national problems. The chamber 
declared that it would take a definite stand on "problems which threaten to 
disturb the social structure of the country," of which it named four: open 
dissension among the top officials of the government; Communist infiltration; 
government toleration of alleged illegal activities of Rio textile strikers; 
and the critical situation of the economy of the Northeast, which they 
declared was not caused by adverse weather alone, but also by failure of the 
government to take remedial measures. 


i 
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The first two items were the live issues in the news. Early in the 
month London newspapers carried reports that the official Moscow organ of 
the central committee of the Communist party had ordered Brazilian 
Communists to urge merchants and industrialists to organize a "national- 
istic, democratic" front to overthrow the Vargas regime, which, in the 
eyes of Moscow, was protecting the “alliance of Brazilian and foreign 
capital in draining Brazil of its natural wealth." 


Public pressure appeared to be gathering momentum in favor of a 
serious drive on Communist activity, rather than the sporadic arrests and 
releases without effective prosecution which have -haracterized the past 
year. On January 6, following passage of a new sccurity law to replace the 
one repealed in December (H.A.R., V: 12), it was reported that Vargas held 
a long consultation with Minister of Justice Negrao de Lima to plan a 
vigorous anti-Red campaign. Meanwhile, press reports and statements by 
prominent people filled the air with disquieting rumors. Admiral Carlos 
Pena Botto, director of Ports and Coasts, and head cf the Brazilian anti- 
Communist crusade, was busy making speeches in which he urged the people 
and the government to join forces to suppress Communism. He declared that 
Russia was organizing a Brazilian revolution and that Brazil was marching 
toward political chaos and Marxism. O Jornal reported that there were 
sizeable forces of armed Communist guerilla troops at isolated points in 
the interior, and 18,000 in the Minas Gerais Triangle directly north of 
Rio. Attorney General Ribeiro de Castro was quoted to the effect that these 
troops were composed of immigrants from Europe, and that a chief official 
of the immigration selection committee was a Communist. 


Minas state police chief Luis Rocha admitted the existence of "“power- 
ful Communist forces" and a subversive movement in that state, but denied 
that they reached the proportion of "thousands of armed and well-supplied 
guerrillas in the Minas Triangle." He admitted that in the Rio Doce 
Valley, which the Reds considered to be a highly strategic area, elements 
known to the police for their past record of subversive ideas were 
successfully urging sharecroppers to seize lands from the property owners. 
The results have been a "constant series of clashes between the invaders 
and the property owners involved." "It should be emphasized that under no 
circumstances have fre in the police department fallen short in our duties 
toward the state and the democratic regime," he declared. Colonel Nelio 
Cerqueira, commander of the Minas police, told the press that he "was not 
aware of propaganda efforts by the Communists among his force." 


Pernambuco police launched a drive in which the Communist president of 
the Olinda Transit Workers Union and a Communist woman member of the state 
legislature were arrested. Arms and propaganda belonging to cells in the 
interior of the state were also seized. Police were fired on without 
Casualties when they raided the Communist newspaper Folha do Povo. 


In Rio de Janeiro two Communist demonstrations were attempted. One 
was in celebration of Luis Carlos Prestes' birthday, on which occasion 
Signs of "Viva Prestes" were displayed around Rio. The other was an 
attempted anti-U.S. rally the day before congress was scheduled to discuss 
ratification of the U.S.-Brazilian Mutual Defense Pact. Permission for the 
meeting was granted despite protests from the press. Reports stated that 
because of a slim crowd of less than 500, the meeting opened two hours late 
and died of loneliness. 
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The net result of the month's flare-up was confusing. The National 
Security Council denied existence of the alleged 18,000-man Red army, 
Admiral Pena Botto was deposed from his position because of "“uncalled-for" 
remarks about government agencies which were doing their jobs well, 
according to the official explanation. On the other hand, Roberto Alves, 
Vargas' reportedly pro-Communist secretary, was dismissed after a quarrel 
with Lourival Fontes, Presidential Chief of Civil Affairs. This may have 
had no connection with his political inclinations, however. The new chief 
of staff of the Brazilian armed forces, who, contrary to reports received 
last month, is not General Fiuza de Castro but Marshall Mascarenhas de 
Morais, was commanding officer of the Brazilian Expeditionary Force in the 
last war. Known as a firm friend of Western democracy, he stressed in his 
inaugural address January 22 that Brazil and the American continent are in 
grave danger and must strengthen their cefenses to safeguard democracy. 


The policy of Vargas, who was known as "the Sphinx" during his 
dictatorship, is still vague as regards the Communists. He seems to be 
generally favorable to democracy and the U.S. while cautiously sounding 
public opinion to let it precede government action. This is important, not 
only because of the fact tiiat Communists are a powerful, though small, 
minority group, but because a larger group of influential people are ultra- 
nationalists who could easily become fellow travelers along the xenophobic 
Communist line throucsh excessive fear of U.S. influence. Ten retired 
generals and an admiral, for instance, were among the sponsors of the 
unsuccessful anti-Mutual Defense Pact rally. 


The problem of dissension in the Vargas government mentioned by the 
Chamber of Commerce referred specifically to the differences between Finance 
Minister Lafer and Ricardo Jafet, director of the Bank of Brazil. Long at 
odds on the issue of nationalism (Jafet) versus U.S. cooperation (Lafer), 
their differences came to a head over the question of the disposal of 
government cotton (H.A.R., V: 12). lLafer's plan, which was to sell at 
current prices and absorb the loss as part of tne cost of the agricultural 
program, won out in the Superintendency of Currency and Credit by a vote of 
three to two. As a result of the ill feeling which followed and was aired 
in the press, Jafet resigned his position and was replaced pro tem by 


General Andpio Gomes. 


Lafer came out victor in another dispute, which ended in the resignation 
of Col. Eurico de Sousa Gomes as head of the Central do Brazil railway. The 
dispute was precipitated by a lively episode between passengers of the Rio 
suburban trains and city police. Compeiled because of inadequate rolling 
stock to wait an average of two hours for space on trains which usually run 
behind schedule, passengers fill the trains to overflowing, even hanging on 
to the outside as they do on the slow-running trams of the city. Consequent 
fatal accidents or maimings on the trains are daily occurrences. Commuters, 
finally fed up, after a three-hour wait one day, attempted to gain places on 
an incoming train by running across tracks. Police interested in safety 
attempted to beat them back with truncheons. In the general rioting which 
followed, police were stoned, cars smashed, and twelve persons injured, three 
by bullets. In an effort to clear himself of responsibility for the poor 
service, Director Gomes blamed the Minister of Finance for not furnishing 
credit to buy rolling stock and parts. A declaration by the minister of 
transports, however, absolved Lafer from responsibility, Gomes resigned, and 
an urgent Point Four request for funds to purchase 300 new cars and other 
equipment for the Central do Brazil was expedited. 
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A move which was closely observed by the U.S. for possible indications 
of an anti-U.S. entente was the effort of the Argentine diplomatic staff to 
arrange a meeting between Perén and Vargas. The move was timely and some 
Brazilians hoped that a meeting could be arranged in order to speed up 
conclusion of a commercial treaty and the arrival of Argentine wheat. It 
was suggested that the two executives meet in Uruguaiana,Rio Grande do Sul, 
on the occasion of Vargas' visit to that city for the dedication of several 
public works projects. The Brazilian ministry subsequently announced that 
Vargas would not attend the dedication. Meanwhile, Oswaldo Aranha, long- 
time friend of the U.S., who has unofficially returned to prominence in 
Brazilian affairs, was conveying Vargas' congratulatory message to President- 
elect Eisenhower and extending him an invitation to visit Brazil. 


It is not knowwhether the dual exchange bill (H.A.R., V: 12) signed 
this month by Vargas will permit sale of cotton on the free market. The 
bill provides that products constituting less than 4% of Brazil's exports 
over the past three years shall be eligible for export at a cheaper rate if 
over-priced on the world market at the official exchange. Vargas vetoed a 
clause authorizing government-finenced merchandise with minimum-price 
guarantees also to enter the free exchange because coffee could also meet 
those qualifications. If coffee growers were to demand access to this 
market Brazil's supply of expensive cruzeiros wouid be gone. If cotton 
should be included on the free market list, it would appear to solve the 
government's cotton price problem, giving almost two cruzeiros for every one 
at official rates, since the black market rate is now 38 cruzeiros to the 
dollar. 


Another provision vetoed by Vargas would have made this free market 
operative immediately, rather than waiting the customary 45 days. In this 
way Brazil can postpone a little longer the pressure of the cheapened money 
while bolstering its credit abroad with the promise that there will be 
reduced prices on exchange goods soon. 


Of even greater immediate consequence for credit than the dual exchange 
bill was the announced conclusion of an Export-Import Bank loan to cover 
Brazil's still mounting commercial debt to the U.S. The amount covered will 
be about $250 million, on loan for five years at not more than 3% interest. 
It is expected to be ready in March or April. 


Britain, also, is expected to have to cover 535 million of an estimated 
B45 million Brazilian arrears through its Export Credit Guarantees Department. 
While most of this should eventually be recovered, it is a severe blow to 
this phase of British finance as regards the near future. Similar heavy 
aebts are owed Germany and Holland. One thing Brazil is now doing to 
alleviate the problem somewhat is to allow re-export of coffee from those 
three countries again, since its own dollar position has improved by the 
Export-Import Bank loan. 


Accounting for only 35% of Brazil's exports in 1945, coffee has risen to 
comprise 70% in the first six months of 1952. While this does not spell 
monoculture in the old sense of the word, it does mean that Brazil is 
dangerously dependent on the fortunes of coffee in the world market. With a 
Brazilian production of 18.5 million bags (a U.S. estimate which probably is 
Slightly optimistic) for 1952-53, compared with less than 16 million for last 
year, coffee may be in surplus supply again. Colombia also has prospects for 
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a good crop, while African production has surged from 1.5 million bags in 
1933 to nearly 5 million in 1951. Although the latter coffee in general 
does not compare with Brazilian coffee in quality, the fact is that it is 
occupying part of the market at a lower price, and may consequently have an 
adverse effect on the immediate economic future of coffee and of Brazil. 


Brazil expects to have a 7% larger rice yield this season than in 
1951-52. Most of the present crop was planted from September to December, 
and will be harvested from March through May. Favorable weather is expected 
to bring the 1953 total to 3.2 million tons. Chief producing states are 
Rio Grande do Sul, Sao Paulo, and Minas. A record sugar harvest of 
2,022,000 tons is also expected, compared with 1,€62,000 tons in 1951-52. 
This would leave a surplus of several hundred thousand tons for export. 


The goal of Brazil's wheat production campaign is self-sufficiency. 
Seed selection, mechanization, technical assistance, price floors, and 
import regulations have been fostered to favor domestic plantings. The 
latest step in the program is government building of elevators for storing 
98,000 tons of grain at eleven strategic points in Rio Grande do Sul, chief 
grain state, and installation of bulk-loading facilities at the ports of 
P6rto Alegre and Rio Grande city. This measure should be of invaluable 
assistance, since one of the greatest hazards of the grower is that of crop 
spoilage because of improper storage before the inadequate transportation 
facilities can carry the grain to market. 


Total Point Four loans to Brazil thus far granted amount to $295 
million, of which the Export-Import Bank has authorized $164 million and the 
World Bank $131 million. A new loan of $67.5 million for development of 
high-grade manganese deposits in Amapa by Industria e Comercio de Minérios, 
S.A., a company operated jointly by Bethlehem Steel and a Brazilian group, 
has been granted by the Export-Import Bank. The loan draws interest at 4.5% 
and is to be retired by December 31, 1965. The company has signed a con- 
tract to sell the U.S. Defense Materials Procurement Agency 70% of a 
minimum production of at least 5.5 million tons by 1962, unless the loan is 
repaid prior to that date. The U.S. (steel) industry must have 1.7 million 
tons of manganese yearly. Shipments from Amapa should amount to 400,000 
tons a year by 1956, after completion of a 134-mile railroad to the Amazon. 
Incidentally, the governor of Amapa territory has announced allocation of 
3 billion cruzeiros ($150 million) to development of agriculture in that 
territory for the purpose of supplying operations. 


A coal mine with estimated reserves of 50 million tons has been 
discovered at Sao Gerénimo, Rio Grande do Sul. Preliminary work has been 
done for opening the mine, which will be used to supply a 45,000 kilowatt 
thermo-electric plant at Charqueadas, on the Jacuf river. 


According to company president Dr. Alves do Souza, the power company 
building the 900,000 kilowatt Paulo Affonso plant could develop as much as 
2.5 million kilowatts within the terms of its contract, after regularization 
of the flow of the Sao Francisco by the Tres Marias dam project 
(H.A.R., V: 12). The increased development would involve utilization of 
three falls above and below the present site. 


A new thermo-electric plant to be finanaced by Point Four loans amount- 
ing to $19 million will be installed at Piratininga, Sao Paulo, as soon as 
the loan is granted. 
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Because of Brazil's electric power situation, the government is offer- 
ing special inducements to concerns manufacturing heavy electrical equipment 
and turbines. Such enterprises will receive preferential treatment on the 
government market for their products, exchange priorities, tariff protection, 
visa and work permits for their foreign technicians, and priorities for raw 
materials imports. The industry has grown from $11 million in 1941 to $150 
million in 1952. Output of electric motors jumped from 130,000 in 1950 to 
275,000 in 1952. Generator output in 1950 was reported at 3 million and 
transformers at 6.5 million. 


Lighter electrical equipment procuced includes 103,000 refrigerators 
annually, with ten firms competing. Largest firms are General Electric do 
Brasil and Brasmotor (Norge and Alaske). (In addition, 17,000 kerosene- 
powered refrigerators are produced by two firwis.) Numerous radio factories 
and one television firm are in production. ~ is planned to use TV to 
provide information, education, and entertainment for immigration colonies 
and isolated settlements in the interior. A drive-in restaurant, complete 
with TV sets for customers, is soon to be constructed in the Sao Paulo 
suburb of Rolinépolis. 


Willys Motor Company plans to produce 3,000 jeeps monthly at its new 
plant now being built in Sao Bernardo, Sao Paulo State. Utilizing a large 
percentage of Brazilian-made parts, station wagons, pickups, and other 
passenger vehicles will eventually be produced. The extent of Brazil's auto 
parts industry can be seen from the auto parts exposition held at Santos 
Dumont airport in Rio, where exhibits included cork, asbestos, plastic, and 
rubber parts, safety glass, springs, gaskets, pistons, piston rings, anda 
wide selection of cast and machined accessories and parts made by 125 
exhibitors. 


Brazil will soon supply all its own needs in penicillin. A plant 
inaugurated at Santo André, Sao Paulo, by Companhia Quimica Rhodia will 
produce 12 trillion units yearly. The firm I.5.A. has reported output of 
6 trillion units, and Squibb and Fontoura-\Wyeth are planning to enter 
production in the near future. Consumption in 1952 was estimated at 18 
trillion units valued at $8 million, and is increasing rapidly. 


The new year heralds the advent of many new firms in the Sao Paulo area. 
The Belgian Syconom industrial group has acquired land to build a Diesel 
motor and machine tool factory; an English subsidiary, the Uni-Seco do 
Brasil, S.A., is constructing a factory for light filaments and radio tubes; 
the Montecatini Company of Italy plans to complete a D.D.T. plant by 1954; 
W.R. Grace, American Home Products, and Instituto Medicamenta Favatoura, 
S.A., will install a D.D.T. and caustic soda chlorine plant in which Grace 
will hold 55% interest; Comptair des Phosphates de l'Afrique du Nord and 
Compagnie Nord Africaine de 1'Hyperphosphate Reno will produce 75,000 tons 
of superphosphates in their plants in Sao Paulo and Rio Grande do Sul. 


Brazil's atomic research program is taking shape. A 450 million volt 
cyclotron is under construction at Rio's Marine Arsenal for the National 
Research Council under the direction of Admiral Alvaro Alberto. A nuclear 
research laboratory, the first in Latin America,:has been installed on the 
Pico do Chacaltaya in Bolivia, and uranium and thorium studies are being 
undertaken by the Radio-active Research Institute. 
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A world fair commemorating Sao Paulo's fourth centennial will begin in 
June, 1954 and continue till January 1955. Extensive publicity is planned 
for attracting numerous exhibitors from abroad. The city itself is intend- 
ing to dedicate many new improvements at that time. 


The first unit of University City, island site of the new National 
University, will be ready in March. Built by joining nine islands to form 
one large island in Guanabara Bay, the vroject will have cost $34 million by 
the end of 1953. Among other interesting features, it will have facilities 
for 30,000 students, with living facilities for 10,000; a hospital with 
sixteen 10O-bed wards; and an engineering school of seven buildings, the 


central one 12 stories in height. 


An outbreak of yellow fever causing 40 deaths at Presidente Prudente 
in the state of Sao Paulo, has caused health authorities to send 45 
vaccination teams to that area. The outbreak, similar to one last year, is 
of jungle type, carried by forest insects ratner than mosquitos, and strikes 
almost exclusively in rural areas. The mortality rate is high, but can be 


prevented by immunization. 
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